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SOME OF OUR national politicians, 
especially members of Congress, are irri- 
tated this year, and they have a right to 
be. They find that people are inconsid- 
erate. The people know perfectly well 
that every fourth year is election year, 
and that politicians ought to have 
a little freedom in that year to 
play politics, and yet people keep @ 
bothering them about trifles, such — , 
as the high cost of living and 
other grubby matters. This is 
very annoying, and yet the 
politicians aim to please, so they 
are making motions about doing 
something with regard to infla- 
tion. 

The trouble is that every 
remedy hurts some special class 
or group of people. It is_ politically 
axiomatic that in election year every- 
one should be cultivated and no one should 
be alienated. This old rule has been 
Observed punctiliously by both parties. 
The consequence is that nothing much has 
been done. It begins to look as if the elec- 
tions will be won by the party which the 
voters are less mad at than at the other. 


A FELLOW bus rider the other morning 
was shaking his head and mumbling some- 
thing about the quantity of bad news on 
the front page, and he remarked that it 
reminded him of his cook, who said: “I 
loves to cook, all right, but the only trouble 
is, it’s so daily.” 
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on Ihis & That 


A YOUNG letter carrier in Michigan 
recently confessed that he destroyed a 
hundred pieces of political campaign liter- 
ature because “there’s too much of that 
stuff in the mails.”’ 


WALTER REUTHER, young 
president of the United Automo- 
bile Workers, was answering 
questions at the tail end of a 
speech before the National Press 
Club when someone in_ the 
audience asked him what he 
thought about Henry Wallace. 
He scratched his cheek for a 
moment, then said: “The com- 
munists have the most complete 
valet service in the worid. They 
will write your speeches, provide 
you with an audience, do all the applaud- 
ing, and, if necessary, inflate your ego.”’ 


A NEW YORK jewelry firm advertised 
a solid gold whistle, “wonderful for calling 
a taxi,” for only $90, including tax. We 
read the advertisement three times, and 
finally concluded that in these days of 
high prices a person just ought to try to get 
along without some things, and that we 
would do our part in the combating of in- 
flation by just waving at a taxi, or per- 
haps whistling through the fingers. 


ONE OF THE WORST things that can 
happen is to be compelled to decide some- 
thing. It is said to bring on nervous 
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prostration. If so, we are on the verge, 
because, for the life of us, we can not 
decide what punishment ought to be 
meted out to a rich public official who 
knows what's going on, and who speculates 
in grain and makes a few hundred thou- 
sand dollars for himself and family. Some- 
times we think he ought to be boiled in 
oil in a public place, but, after all, oil is 
scarce, like grain. At other times we 
think all his money ought to be taken 
away, and that he ought to be given a 
job at $40 a week, with a wife and two 
children. Or perhaps he ought to get $70 
a week, with a wife and four children. We 
just can’t decide. 


EUROPE needs American dol- 
lars, and one way of getting 
dollars is to encourage American 
tourist travel abroad. A Brit- 
ish travel agency is putting on a 
big campaign to get tourists, with 
assurances that Americans with 
money can get good meals and 
all the creature comforts in the _ best 
hostelries. This is a fine opportunity 
for big-hearted Americans to have their 
fling in Europe, and scatter as many dol- 
lars as they can for the benefit of the 
dollar-hungry Europeans, but we do hope 
that they will eat their splendid meals 
entirely out of sight of the rationed na- 
tives. It would be nice if some bright 
mind would think up a scheme for buying 
a European tour now, paying for it abroad 
in dollars, and taking the tour in later 
years, on a raincheck. 


“TAX FREE” is a way of subsidizing 
this or that. Churches and charities are 
to be encouraged, so they are tax free. 
Labor unions are tax free. Co-operatives 
are tax free. Educational foundations are 
tax free. Interest on state and municipal 
bonds is tax free. Rich people buy these 
bonds and the income from them is tax 
free. 

These things may be all right, but 
there’s one little point we ought to remem- 
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ber. The tax load on us 1s fairly heavy, 
and to whatever extent any institutions 
are freed of taxes, to that extent the rest 
of us carry more of the burden. So it 
behooves us now and then to check up on 
who and what are tax free, and also why. 
Someone suggested, in a moment of bril- 
liance, that we make everyone and every- 
thing tax free, but it will probably take 
quite a little while to work around to that. 


ONE of our editorial employes who is a 
Democrat on account of his great-grand- 
father, reports to us that his wife, who 
is a Republican on account of not liking 

Roosevelt, attended a luncheon 
> of Republican ladies at $10 a 
throw, with melon compote in tall 
glass, guinea breast under bell, 
sweet potato with marshmallow 
and maraschino, salad out of sea- 
son, parfait pistachio, some sort 
of coffee that must have been 
Turkish, a Hattie Carnegie style 
show, with prizes of exquisite 
perfumes and exquisite corsages, with 
minor prizes consisting of the privilege of 
exclusive hair-do’s at the town’s most ex- 
clusive establishment. 

Our employe figures that the Republi- 
cans are solidifying the woman vote otf 
the Hattie Carnegie class, but neglecting 
the vote of the less-than-$10,000-a-year- 
class, which he is in, and out of which 
his wife, he implies, is aspiring to climb. 

Another of our employes who works in 
the mailing room reports that his wife has 
been attending evening meetings at the 
union hall where they don’t serve even 
coffee, and that she is getting briefed 
on how to go out and canvass the whole 
neighborhood, house by house, with card 
checkings for both husband and wife, on 
how to beat the Republicans. 

We don’t know exactly what all this 
means politically, except that the women 
who don’t even get coffee at a political 
rally are perhaps more numerous than the 
women who get guinea breast under bell 
and parfait pistachio. 
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WE MEN still run the world, of course, 
and the inroads of the women need not be 
taken seriously. And yet at times there 
is cause for anxiety. For example, we 
heard of a Soroptimist Club (a sort of 
female Rotary) that starts its luncheon 
at 1 and ends promptly at 2, with speeches 
limited to 40 words and 20 seconds. This 
is alarming, for if it continues for another 
generation, men may fee! called to lmit 
luncheon speeches to a haif-hour and get 
back to the office by 2:30. 


YOU KNOW HOW you get hold of a 
word that is novel to you, and work it to 
death for a while. Well, recently 
we got hold of “gimmick,” and 
for some time we were intent on 
finding the gimmicks in various 
situations, big and little, mostly 
ttle. It went all right, but then 
we found that we were spending 
so much time searching for the 
gimmick that we were missing 
the big point. You can try this 
for yourself, and miss a lot of things. The 
Marshall plan, for example, is full of gim- 
micks. But it also has a big fine obvious 
point that isn’t loused up with gimmicks 
and you don’t have to have it pointed 
out to you, if you will get the gimmicks 
out of yourself. 


IN THE GOOD OLD DAYS of no in- 
come taxes or low income taxes some 
men made millions, and they couldn’t 
spend them, so they used them to build 
up great industries. They took the risk, 
and if they won they won, and if they 
lost they lost. Nowadays practically no 
man makes and keeps more than some 
thousands or tens of thousands after taxes, 
if he works at a job on a salary. The way 
to make money is not to work at a job, 
but to buy and sell, to trade, and thus 
to be taxed on capital gains, not on income. 
With our tax laws we encourage the trader 
in capital assets and discourage the hard- 
worker-at-a-salary. We don’t really mean 
to do this; we just haven’t any better sense. 
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SOME PEOPLE are smart, and some 
are sentimental, and some are both, and 
we have just heard about the proprietor 
of a summer resort in the Poconos who is 
both. He cultivates the patronage of 
brides and grooms, and encourages them 
to tramp the trails and to pick out a small 
tree which they admire. Then he puts on 
the tree a silver plate, engraved with their 
names and the date. He says the young 
people return year after year to see how 
the tree is doing, and then they bring 
their children, and some of the earliest 
young couples are now bringing their 
grandchildren. 


MIDGET AUTOS are sup- 
posed to have a great future, 
for thousands of people will buy 
them instead of used cars. This 
thought creates in us a great per- 
plexity, for we can’t figure out 
what’s going to happen to all the 
used cars, especially the used 
midget cars. We suppose the 
answer is to throw them ayvay like paper 
napkins and razor blades. 


DIAMONDS now are known to be ex- 
tremely efficient for locating and measur- 
ing some forms of atomic radiation. This is 
all to the good, of course, and a fine thing 
for civilization, but what we had secretly 
been hoping for was some sort of atomic 
gadget that would locate diamonds. 


BOOKS AND FLOWERS remind us of 
each other. They are both nice to have 
and hard to buy. You’ve got to go on a 
carefully planned expedition to find them 
at a book store or a flower store. But 
now we hear that organized flower growers 
are planning new methods of distribution, 
so that eventually you can pick up a box 
of flowers at the grocery. If the book 
publishers would get a move on, perhaps 
we could look forward to the day when it 
would be possible to pick up a good book 
at the meat counter—if any money is left 
after buying the meat. 














What about your break-even point? 


ORE and more businessmen are worrying 

about their “break-even point’”—the vol- 

ume of business that a company must do in 
order to cover its costs. 

The fact is that in recent years the break- 
even point in many industries has gone much 
higher, and this means that big-scale oper- 
ations are more of a must than they used to be. 

What to do about it? Some business groups 
are attacking the problem at the cost end. 


Make operations efficient. Squeeze down costs. 

Some economists, like the Council of Eco- 
nomic Advisers, are advising businessmen to 
try to get accustomed to operating with a 
higher break-even point. ‘They feel that it will 
be a healthy thing to sell more goods at a 
smaller margin on each sale. 

Write us your ideas on the problem of higher 
break-even points. We are working on a sym- 
posium of views on the subject. 


‘Fair trade’ laws help keep some prices up 


OST states have two kinds of price laws 

under which businessmen find it increas- 
ingly hard to set their own prices—especially 
to lower them. They are usually called “fair 
trade” laws, but what is fair to one business- 
man may be unfair to another. The types are: 
> Laws allowing the seller to set a floor under 
the price at which his product may be resold. 
Forty-five states have variations of this type, 
and the federal Miller-Tydings Act allows re- 
sale price maintenance agreements in inter- 
state commerce. 
> Laws prohibiting sales below cost, or “joss 
leaders.” Twenty-nine states have these, most 
of which require wholesalers and retailers to 
add specified percentage mark-ups to their 
basic costs of doing business. 

The trend is toward more of this kind of 
legislation and stricter policing. Here are a 
few examples to show how the laws sometimes 
prevent businessmen from lowering prices: 

A New York court prohibited the F. W. 
Woolworth Co. from selling tiny vials of per- 
fume for less than $1.60 each, the minimum 
price set by the original seller. Woolworth 
wanted to sell them for a dime. The U. S. 
Supreme Court refused to hear its argument 
that the restraint is unconstitutional. 


A Baltimore liquor retailer has been fined 
$150 and costs for selling a nationally adver- 
tised brand for 56 cents less than the “fair 
trade” price. A year before, he had been en- 
joined from selling whisky 2 cents too low. 

A Springfield, Mass., drugstore lost its 
tobacco vending license for selling cigarets at 
19 cents a pack instead of the 20 cents which 
the enforcing agency said was barely above 
legal cost. A court has ruled in the retailer's 
favor but the case is being appealed. 

The argument over cost figures in this last 
case illustrates the lengths to which this type 
of legislation can be carried. ‘The enforcing 
officer made a survey and found that the aver- 
age cost of doing business for Springfield re- 
tailers who sell cigarets was 17.52 percent, ex- 
pressed as a mark-up over wholesale. The 
drug company contended that it could sell 
cigarets alone at a mark-up of 2.6 percent 
and make a profit. 

Variations of these laws are becoming more 
common. For example, the New York State 
Liquor Authority recently started a system of 
minimum resale prices on liquor sold at retail. 
New price lists are posted with the Authority 
by the distillers every two months, after which 
they are mandatory on all retailers. 


Free sample + smile + follow-up = a Sales wedge 


HE eternal appeal of the free sample, long 
used by Fuller Brush men and others, is 
now employed by Brown and Williamson To- 
bacco Corp. with a serious follow-up technique. 
It’s this: a young man with a sunburst smile 
enters an office and asks if all present will 
please accept two free packages of Raleigh 
cigarets, plus free matches. Everyone accepts. 
The young man then takes names. 
Soon another young man comes around, asks 
for the people by name, gives another free 
package and some matches and asks whether 
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they’ve been won over to his brand. 

This isn’t all. The book of matches meas- 
ures 3 x 2 inches, is of enameled finish and 
bears the picture and signature of a movie 
star, reminiscent of pictures of Hans Wagner, 
Ty Cobb, Jim Jeffries that were stuck in 
cigaret packages early in the century. Nobody 
ever denied their pulling power nor satisfac- 
torily explained why the practice was stopped. 
The Brown and Williamson Corp. evidently 
thinks the principle is good for it, and maybe 
anvbody, so long as results are checked. 
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land of the fabulous boom 


The West Coast, long regarded by the rest of 
America as a kind of colonial outpost, can now 
claim to be a thriving heartland. The three states on 
the western rim of the nation—California, Oregon 
and Washington—com prise a new citadel of power. 
They have acquired 4 million new residents in the last 
seven years. The region has the highest per capita 
income of any region in the country. Thousands of 
new businesses are burgeoning. Many thousands of 
new jobs are being generated. Here is a tremendous 
new market. 

The West Coast’s prosperity may fizzle out, of 
course. Such gloomy predictions were voiced at 
the end of the war, but they have not materialized. 
The fact is that the West Coast today is the most 
actively percolating section of the U.S. It is there- 
fore worth a hard and careful look from everyone. 
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HE surge toward the West Coast dur- 

ing World War II was by all odds the 
greatest national westward migration of 
American history. 

California became the third largest state 
in population, passing Illinois and Ohio 
and pressing hard at Pennsylvania for 
second place. The state of Washing- 
ton overtook industrialized Connecticut, 
Maryland and West Virginia. The metro- 
politan trading area of Portland, Ore., 
became inhabited by more people than 
that of Kansas City or Indianapolis. 

While the war went on, the Coast could 
never quite believe that the 40 percent 
regional increase in population was des- 
tined to endure any longer than the spraw]- 
ing shipyards and aircraft plants. Nearly 
everyone expected the final surrender of 
Japan to be the midnight hour when 
Cinderella’s coach would become a pump- 
kin again. 

Yet today, more than two years after 
the shipyards began to rust in the sali 





As California is the 


—_ of California. 


heartland of the 
Coast, so is the Bay Area the pulsing core 


The San Francisco—Oakland 


ar and the plane factories reverted to a 
fifth their wartime size, the Pacific Coast 
carries on at a higher level of employment, 
population, income and business activity 
than at the neak of the war. 

Governor Earl Warren of California has 
said the Coast must realize that its dele- 
gation to Republican and Democratic 
nominating conventions, strictly on a pop- 
ulation basis, soon will supersede that of 
the state of New York as the most tempt- 
ing national political prize. 

Business leaders and students have 
begun telling the people of the Coast that 
no longer can they think of themselves as 
remote from the great markets of the na- 
tion, and that they, in fact, constitute a 
market of sufficient buying power to under- 
write the establishment of major indus- 
tries in the Far West. 

So the West Coast, in a fundamental 
sense, is one of the most interesting areas 
in the U. 8. today. And it is important, 
too, to all Americans in all pursuits in all 
parts of the country. Here, indeed, is the 
land of the fabulous boom. But will there 
be a bust? Or must the rest of the U. S. 
adjust—for good—to a new West Coast? 


ETWEEN the time of the Nazi con- 

quest of France and V-J Day, the 
number of people living along the sea- 
board from Puget Sound to the Mexican 
line increased more than during the entire 
half-century following the discovery of 
cold in the sands of Sutter’s Creek. Nearly 
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years, representing an investment of $143,- 
to see 
patients lined up on the sidewalk outside 
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SAN FRANCISCO 
& OAKLAND 


Thriving business, 
teeming wharves, 


frightful housing 


salient is the fastest growing big metropoli- 
tan district in the United States. At the 
time of the 1940 census it was inhabited 
by 1,429,000 people. Today the figure is 
1,990,000, an increase of nearly 40 percent 

It is a realm of fabulous incomes, 
thriving stores, teeming wharves—and in- 
credibly bad housing conditions ... The 
growth of industry in the Bay Area has 
been prodigious—1280 new plants in two 


is not space in corridors and doctors’ recep- 
tion rooms for them to wait ... Construc- 
tion workers will be busy for a decade in 
the Bay Area building highways, schools, 
parks, playgrounds and houses to catch up 
with the population. San Francisco’s voters 
recently approved an 87-million-dollar bond 
issue for long-range public works . . . Busi- 
ness is pushing suburban factory building. 
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70 percent of the new migrants originated 
in the Central states stretching from the 
Ohio Valley to the Continental Divide. 
The Coast felt that many of the nomads 
would return to their former homes. But 
what if many more stayed—what if they 
became a jobless, rootless horde breaking 
the financial backs of the governments of 
California, Oregon and Washington to keep 
them fed? This was a prevalent fear in 
1945. 

“Unemployment is expected to increase 
significantly on the Pacific Coast,” pre- 
dicted the U. S. Employment Service, as 
Japan’s warlords relinquished their swords 
on the deck of the battleship Missourv. 
‘We are prepared for the post-war shock,” 
proclaimed the Chamber of Commerce of 
San Diego. 

The Coast was steeled for a blow which 
did not fall. 

Some of the newcomers departed, with 
much fanfare in the press. Most of the 
shipyards dwindled to a repair status, the 
plane plants tapered off. Shipbuilding 
employment in California collapsed from 
a wartime crest of 324,000 to only 25,000, 
aircraft employment 343,000 to 
77,000. People feared the worst; they 
wondered how soon the migrants who had 
stayed would be on relief. 

At this point the forebodings went awry. 

Additional people kept arriving. They 
more than offset those who had pulled up 
stakes. Then the migrants who had left 
the Coast immediately after the end of the 
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war commenced returning. Their Social 
Security numbers popped up again. 
Women admitted to Employment Service 
interviewers that the Dakotas and Great 
Lakes states had not seemed so congenial 
after California sunshine and Oregon 
scenery. The population, already be- 
lieved at bursting point, kept soaring. 
The West Coast was soon host to approxi- 
mately 85,000 more former servicemen 
than it had sent to war. 

Higher relief levels in the Far West had 
lured back some of the wary from the 
plains—but not to go on relief. Retarl 
trade absorbed thousands. The number of 
business establishments in California sky- 
rocketed to 250,000 from a wartime low of 
170,000. During some months as many as 
5000 new outlets were opened, a surpris- 
ing proportion of them to sell electrical 
appliances or to take advantage of the 
average Californian’s fondness for liquor, 
real estate and automobiles. In the first 
14 months after V-J Day a net reduction 
of 179,000 took place in manufacturing em- 
ployment in California. However, 220,000 
new jobs in retail trade more than filled the 
breach. 

Today the Coast, despite all the eco- 
nomic fears which were mixed with the 
jubilation over Japan’s surrender, rides on 
the crest of a phenomenal prosperity. The 
average per capita income is about 20 per- 
cent above the level for the nation. Cali- 


fornia has replaced Iowa as the state with 
And 


the greatest agricultural revenue. 
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LOS ANGELES 


Soon to be the 
No. 2 U. S. city? 
(If you doubt it 
just goask them) 


The Los Angeles metropolitan area had 
2,900,000 people in 1940. Today it has 
3,900,000. The district is still expanding, so 
the nation will hear much of these figures 
in the next few years. Los Angeles en- 
thusiasts are certain their city soon will be 
excelled only by New York . . . New indus- 
try in and near Los Angeles is remarkably 
diversified. It includes every kind of plant 
from Scotch tape to ginger ale. Chamber 
of Commerce officials hope most of all that 
Kaiser's Fontana steel mill proves a success. 
They realize that a steel plant always at- 
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tracts satellite industries, like sentries’ out- 
posts scattered around a castle .. . Hous- 
ing, water and transportation are Los 
Angeles’ main problems. Thousands of 
people commute many miles within the 
city. The old saying about the sign “Los 
Angeles City Limits” being found halfway 
up the Alcan Highway becomes truer all 
the time ... Climate continues to be one 
of the great Los Angeles attractions. Travel 
officials estimate that thousands of tran- 
sients who visit Los Angeles end up by 
sending for their trunks and furniture. 
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more power is used in the Northwest, at 
peak periods, from the huge dams at 
Bonneville and Grand Coulee than when 
war production was at its height. Manu- 
facturing has yet to assume its expected 
proportionate place in the economy of the 
Coast, but trade and services employ the 
new people while manufacturing industries 
catch up. 


“Highest Per Capita Incomes” 


OME men in chambers of commerce 

and schools of business administration 
are not sure this lack of manufacturing 
necessarily augurs ill. They point out that 
during the depression of the early 30’s 
manufacturing dropped many more notches 
than trade and services. They are not 
visibly disturbed that factory employment 
in the West occupies only 19 percent of 
the labor force, contrasted with a 25 per- 
cent figure for the nation as a whole. 
They believe the Coast can prosper with- 
out becoming as highly industrialized as 
the East. In support of this argument, a 
recent Bureau of Labor Statistics report is 
frequently cited: 

“Since the war the states of California 
and Washington have been at or above the 
level of New York and Connecticut, the 
traditional leaders in average incomes.” 

Thus, even without its share of manu- 
facturing, the “Pacific Coast has sup- 
planted the Middle East states as the 
American region of highest per capita 
incomes.” Will the dominance increase, 
as the notion of the West as a colonial out- 
post continues to wane? Nearly half the 





Economists call Seattle “the Bay Area of 


oe the Northwest.” 


They base the description is a volatile, emotional city. 


on Seattle’s deep harbor and steep hills, on are highly educated. They are near the top 


country’s aluminum is produced today on 
the banks of the Columbia River. West- 
inghouse and General Electric plan to 
manufacture heavy equipment in Califor- 
nia’s Santa Clara County and in San Jose. 
Macy’s of New York is trying its merchan- 
dising skill in San Francisco. Rexall Drug 
has moved its national headquarters to 
Los Angeles. The Bay Area will be the 
site of a 30-million-dollar steel and tin- 
plate rolling mill operated by Columbia 
Steel Co., a subsidiary of U.S. Steel. 
Leaders in industry and government no 
longer look on the Coast as a place at 
the end of the Lewis and Clark trail. 
California 1s virtually a sub-capital. At 
one time during the war it had more fed- 
eral civilian employes than the District of 
Columbia. It was the birthplace of the 
United Nations. And the Coast is a vast 
market, a market certain to expand even 
beyond its present fabulous dimensions. 
HE cautious American Couneil on 
Education has warned colleges in Cali- 
fornia, Oregon and Washington that 
through the foreseeable future the three 
states will have substantial population in- 
creases from migration. Governor War- 
ren’s Reconstruction and Re-employment 
Commission predicts a 1950 total for Calhi- 
fornia of 10,270,000 people. The Bonne- 
ville Power Administration anticipates 
2,323,000 in Washington and 1,597,000 in 
Oregon on the same date. This would put 
California abreast of Pennsylvania, and it 
would fulfill Warren’s prophecy of Coast 
equality with the state of New York. 
The projected gains can best be assessed 
against the background of those which 


and chemicals are out in front 
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SEATTLE 


Trade, commerce 
spark prosperity 


the high incomes of its people, on the fact 
that commerce and trade and transportation 
enable it to prosper without vast new in- 
Of course, Seattle has new fac- 
Light metal, textiles 


dustries. 
tories, many of them. 


nationally in college degrees—and also in 
suicides .. . Seattle’s housing shortage 1s 
the most aggravated in the Northwest. The 
population of the metropolitan district was 


453,000 in 1940. Now it is 603,000. 
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have occurred since 1940. The nation has 
increased 8.9 percent in population, the 
Coast 40 percent. Out of a growth of 11,- 
713,000 people in all 48 states since the 
last official census, 3,892,000 have been 
added in the three states which face the 
Pacifie’s heaving surf. 

This sensational regional spurt in pop- 
ulation, virtually uithout parallel over so 
short a pertod, 1s particularly Cinderella- 
lke in view of the despair which gripped 
the Coast just before the war. Townsend- 
ism and Ham-and-Egqs had buffeted Cali- 
fornia, and businessmen were gloomy. 
They feared that radicals and crackpots 
were to be forever in the ascendancy. In 
1939 the American Mercury was able to 
ask affirmatively, and without audible 
protest, “Is San Francisco a Dying City?” 
The article pointed to a silent waterfront 
and mourned that “up across the beautiful 
bridges fewer and fewer vehicles travel.” 
Another national magazine called Bonne- 
ville “the dam of doubt” and wondered 
who would buy the power. 

Today, San Francisco is considering not 
one but two new Bay bridges. Net incomes 
in the Bay Area have attained a prodi- 
cious $1708 per capita. No less than 25.- 
000 San Francisco families report incomes 
of at least $10,000 annually. As for Bon- 
neville power—every kilowatt is spoken 
for while the water to generate it still 
lurks in a snowbank 900 miles away on 
the crest of the Canadian Rockies. Dr. 
Paul J. Raver, the dam administrator, has 
said he could sell at least 200,000 addi- 
tional kilowatts if they somehow could be 
made available. 

Businessmen on the Coast now are cheer- 
fully confident. They at last believe the 
immensely-expanded population is per- 
manent and that it presages eventual finan- 
cial and economic parity with the East. 
They even claim they will be spared any 
recession of comparatively short duration, 
for a business setback starting in the marts 
of the Middle Atlantic states does not ordi- 
narily reach the West Coast for half a 
year. California, Oregon and Washington 
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incomes fared somewhat better than the 
nation’s, both in the great depression and 
in the slump of 1937. 


Politics: To the Left ? 


N° well-defined opinions seem to exist 
regarding the effect on the Coast po- 
litically of the 40 percent population ac- 
cession. This is an unknown quantity, and 
few appear willing to be oracular. 

There is a general notion that the new- 
comers, being predominantly unskilled 
workers, farm laborers and others in the 
low income brackets, may tend to 
strengthen the political forces shghtly left 
of center. People on the Coast who 
backed the New Deal think they can claim 
the allegiance of the bulk of the migrants. 
What might this do to the balance between 
the Democratic and Republican parties 
in a region which already is entitled to 
more electoral votes than New England? 

The three Coast states voted for Frank- 
lin D. Roosevelt all four times he sought 
the Presidency. Aside from this common 
fealty, the Columbia River has been a 
line of demarcation. Washington, north 
of the line, has been decisively Democratic 
during the past two decades. However, 
California has elected only one Democratic 
covernor since 1898, and Oregon is the only 
state west of the Mississippi which did not 
elect a Democratic U. 8S. senator while 
F. D. R. occupied the White House. 

Despite the long political dry spell, 
Democratic leaders are buoyant now over 
the prospect of thousands of new Demo- 
crats, presumably heaven-sent in day 
coaches and rattling jalopies. And so the 
migrants have proved to be—by a ratio of 
nearly 3 to 1 in such places as Portland, 
where spot checks have been made. Young 
voters have inclined to register Demo- 
cratic, and despite the national conception 
of the Coast as a sanctuary for the aged, 
most of the migrants are young. Approxi- 
mately 79 percent of them have been 
vounger than 45. Yet the Coast, with its 
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gentle climate and green outdoors, has a 
way of breaking newcomers to its own 
gait. It mellows men and women who have 
been seared and frostbitten on the plains. 
Oregon is a state of migrants, but it is 
governed by a heavier preponderance of 
Republican officials and legislators than 
either Maine or Vermont. 

In the final analysis, economic condi- 
tions on the Coast probably will determine 
the political temper of the new population. 
If these westbound migrants continue to 
have well-paying jobs and to thrive in a 
multitude of shops and small businesses, 
they probably will not kick over any 
applecart. The political complexion will 
in all likelihood be unchanged. 

But, as has been pointed out by Dr. 
Peter H. Odegard, president of Reed Col- 
lege in Oregon, business adversity and un- 
employment could shove the Coast’s nearly 
4 million newcomers a long way further 
left than the New Deal—into the arms of 
Henry Wallace, for instance. 


California--The Coast’s Core 


F economic conditions will shape the po- 
litical future of the Coast, the decisive 
factor undoubtedly will be the tenor and 
relative prosperity of business in Cali- 
fornia, for California is to the Coast what 
New York State is to the industrial East— 
only more so. Seventy-six percent of all 
the Coast’s newcomers have settled in 
California. 
California is a state with which many 





people are acquainted superficially, yet 
which few know in intimate detail. 

The average American carries in his 
head a picture of California as a vast rural 
domain, stretching back of the three metro- 
politan centers of Los Angeles, San Diego 
and the Bay Area. Struck by the vistas 
of the desert and the Sierras, he considers 
California a state of irrigated valleys and 
backwoods solitudes. Actually, California 
is one of the most urbanized realms in the 
nation. It is a state of cities. The latest 
group of newcomers lives inside municipal 
boundaries; they are not wanderers 
camped in the meager shade of poplar 
trees. California’s cities have been grow- 
ing faster than those of any other state. 

Indeed, California now has 83 cities of 
10,000 population and over. Only New 
York and possibly Pennsylvania are more 
urbanized. This makes especially extraor- 
dinary the recent dominance of Califor- 
nia over Iowa as the state with the largest 
farm income. Only 10 percent of Califor- 
nia’s labor force is engaged in agriculture, 
as compared with approximately 16 per- 
cent of the labor force nationally. 

But fewer workers can account for more 
crop dollars in California. The answer 
lies in California’s soil and climate. It 
produces nearly all the nation’s commer- 
cial yield of lemons, raisins, grapes, figs, 
avocados, olives, almonds, walnuts, apri- 
cots, artichokes and plums. It produces 
almost half the oranges, peaches, pears, and 
more than half the asparagus, lettuce, and 
spinach. These are high-priced crops, par- 
ticularly since the lid went off food costs. 
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PORTLAND 


No longer is it 
the West Coast's 


“blue-nosed”’ city 
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It has been traditional on the Coast to 
think of Portland as a blue-nosed city with 
Anthony Comstock ideas. The great popu- 
lation boom has altered Portland. Its nar- 
row streets are crowded with newcomers. 
Population of the metropolitan area has in- 
creased 31 percent—from 406,000 people to 
535,000. Portland today, far from being 
the city which introduced polo and after- 
noon tea to the Coast, now has the region’s 


nudest burlesque shows and most profligate 
use of slot-machines ... Portland, too, 1s 
industrializing. Forty miles up the Colum- 
bia, Bonneville Dam spins out cheap power 
for new chemical plants. These are needed 
to replace Kaiser shipyards and the city’s 
two biggest sawmills, which shut down re- 
cently because logs are nearly gone 

It is harder to get a hotel room in Port- 
land than elsewhere on the Coast. 
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The resulting incomes have swelled the 
California boom. A farmer’s wife, run over 
by a car in San Francisco, had $2000 in her 
purse. Men with small acreages drive Cad- 
illacs. Last year’s garlic crop in San Benito 
County was sold, with the bulbs still in the 
ground, for a phenomenal $3000 an acre. 

Today, to a considerable extent, Califor- 
nians may be said to enjoy unrivaled pros- 
perity by taking in each other’s washing. 
This prosperity confounds every wartime 
prediction. 

Van Beuren Stanbery, special Depart- 
ment of Commerce representative for 
Western Development, has detailed nine 
reasons why he thinks California has es- 
caped a post-war slump, despite the 85 
percent collapse of employment in the 
“war babies,” shipbuilding and aircraft: 

& People in the active working ages, between 

20 and 45, form a larger share of the population 

in California than in the nation as a whole. 


Thus the ratio of employment to population 
has generally been above the national average. 


> Wage earners’ annual income is higher in 
California, both because hourly wage rates in 
many occupations are above the national aver- 
age, and because in outdoor occupations where 
weather is a factor, men can work many more 
days per year. 

& California’s extractive industries of agri- 
culture, mining, forestry and fishing produce 
high financial returns in proportion to the 
number of people engaged. 


®& Urban incomes are generally higher than 
rural, and California has an exceptionally high 
percentage of its people in urban areas. 


& Los Angeles and San Francisco have become 
important centers of finance, distribution and 
services for the entire West. 


& Distribution and service activities provide 
about 64 percent of all employment in Cali- 
fornia, probably the highest proportion of any 
state. This type of employment is closely 
related to high per capita incomes. 


& The mounting tourist trade helps to support 
California’s large percentage of trade and 
service workers. 


& California industries which supply outside 
markets, such as motion pictures, food can- 
ning and petroleum, bring in large revenues 
from beyond the borders of the state. 


& California residents, many of whom are 
retired, receive a larger per capita income from 
capital investments than do the people of the 
nation as a whole. 


Los Angeles, which claims to be bigger 
than Detroit and to be gaining on Chi- 
cago and Philadelphia each week, exem- 
plifies how service industries are moving 
west. Carnation Creamery and Allied 
Building Credit recently shifted national 
headquarters to Los Angeles, and Pruden- 
tial Life Insurance will centralize all its 
western. activities in the metropolis of the 
Coast, which now serves a trading area of 
more than 3,146,000 people. 

Industrially, Los Angeles is growing, 
too. In the first 10 months of 1947, a total 
of $112,817,500 was invested in- factories, 
with Ford Motor, Lambert Pharmacal, 
and American Radiator, prominent par- 
ticipants. 

Los Angeles boosters, never inhibited by 
modesty, talk of overtaking Philadelphia’s 
metropolitan area in 1951 and that of Ch- 
cago a year later, if the present rate of 
expansion continues. 

Yet one factor may restrain this munic- 
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SPOKANE 


Poised between 
new industry and 
the old frontier 
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Spokane, its population up from 122,000 
to 160,000, has one foot in the stirrup of 
the industrial revolution, the other still on 
the frontier. Nor can Spokane decide which 
boot packs the greater heft. The manufac- 
ture of aluminum has given the capital of 
the Inland Empire the most promising 
basic industry in its history. But the wide 
open spaces of the Palouse grain country 
pay rich tribute to Spokane, too—particu- 
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larly with wheat around $3 a_ bushel. 
Eighty-four miles from Spokane as an eagle 
soars is Grand Coulee Dam, which soon will 
be the greatest source of electric energy 
on the planet. Spokane doesn’t see how 
it can miss becoming a center of light-metal 
production. It also envisions a trading area 
enlarged many times when 40,000 farms are 
reclaimed from the sagebrush wastes near 
Grand Coulee. 
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ipal burgeoning. Where will the water 
come from? Los Angeles now brings 677 
million gallons a day across 242 miles of 
sagebrush from the Colorado River. 

Many other places in California are 
harassed by lack of water. The city of 
Coalinga must haul its drinking supply 
45 miles in railroad tank cars. Water is 
being pumped from underground reser- 
voirs to irrigate the San Joaquin Valley at 
a far swifter pace than the reservoirs are 
being replenished. In some places the 
ground table has dropped 190 feet. Water 
is often so brackish that many Califor- 
nia homes have three faucets—one for hot, 
one for cold, and one for drinking water 
brought in from the mountains at great 
cost and difficulty. 


The New Northwest 


HE population gain in Oregon since 

1940 has been almost as large percent- 
age-wise as 1n California, although not as 
impressive numerically — 1,089,000 to 
1,517,000. Washington has increased from 
1,736,000 people to 2,233,000. 

As in California, trade and services have 
absorbed many of the Northwest’s ship- 
yard and aircraft workers. The Kaiser 
riveter may be operating a Portland trol- 
ley car; the young female timekeeper at 
Boeing may be clerking in a Seattle de- 
partment store or perhaps modeling for an 
art class in one of the colleges crowded 
with veterans. The Northwest’s post-war 
surge has not been quite as showy as 
that southward along the Coast. Califor- 
nia incomes rose approximately 2 percent 
per capita from 1945 to 1946, while those 
in Oregon and Washington were falling 
off about 4 percent. 

Most spectacular of the Northwest’s new 
industries is light metal. At least 40 per- 
cent of the national aluminum production 
comes from plants on the outskirts of 
Portland, Vancouver, Tacoma and Spo- 
But these plants do not employ 
Hydroelectricity from Bonne- 


kane. 
many men. 
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vile and Grand Coulee Dams does the 
bulk of the work. 

The immense output of light metal in the 
Northwest is particularly sensational in 
view of the fact that, before the comple- 
tion of Bonneville Dam, not an ounce of 
aluminum was manufactured on the sun- 
down side of the prairie. Today, almost 
half the capacity of the federal govern- 
ment’s huge power projects on the Colum- 
bia River goes to make aluminum. Al! 
utility plants, private and public alike, are 
strained to the breaking point. 
play on overheated transformer banks to 
keep them from burning out. 

Actually, the demands made on public 
almost 4 million additional 


IF yjre-hoses 


utilities by 
people are helping to keep the newcomers 
at work. Pacifie Telephone & Telegraph 
has started an 800 million dollar expansion 
program. No people in the lumber indus- 
try are under greater pressure than those 
eruising the woods for poles. Railroad 
ties rank a close second on the priority list. 


ESPITE its less dramatic showing 
1) since the end of the war, the North- 
west feels its future may be anchored more 
firmly than that of California. This confi- 


dence is premised mainly on what Bonne- 
energy 


‘é 


ville economists call the region’s 
base.” 

The Northwest is 
power shortage now, but im its granite 
canyons lurks 42 percent of the hydroelec- 
tric potential of the U. S.. This will en- 
dure as long as winter snows mantle the 
high mountains. It is inexhaustible, and it 
will make the Northwest a citadel for the 
electrochemical industryes which require 
unlimited quantities of cheap power. Fac- 
tory rates for juice on the Bonneville- 


handicapped by a 


Grand Coulee system already are consid- 
erably below those in the famous TVA. 
But although the Northwest’s power may 
last as long as water flows downhill, its 
forests are more perishable. A decade 
ago the Washington led the 
country in lumber production. In 1946 
it cut only half as much as Oregon. 


state of 
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Washington’s virgin timber has _ been 
greatly depleted. The Chief of the U. S. 
Forest Service predicts destruction of 40 
percent of the commercial forests of the 
Northwest during the next two decades. 
The main culprits, in his opinion, are the 
nomadic “gyppo” sawmills which travel 
through the region, devouring trees in their 
hungry maws. Few conservation practices 
restrain this indiscriminate cutting. An 
encouraging development is the hiring of 
eraduate foresters and the planting of 
evergreen nurseries by such lumber giants 
as Weyerhaeuser, Simpson Logging and 


) 


(‘rown-Zellerbach. 


What About the Future? 


F and when economic misfortune rocks 
the United States, will the tremors be 

more or less severe in the reqion which has 
absorbed a major share of the national 
population increase since 1940? 

Unemployment on the coast is now 5 
percent of that part of the labor force 
covered by unemployment insurance. This 
compares with a figure of 3 percent for the 
country as a whole. What does this por- 
tend? Some western economists say it 1s a 
cloud which could become a storm if indus- 
trial payrolls do not catch up with the 
population gain. 

However, many men in city halls and 
chambers of commerce are inelined to 
write off the significance of the 5 percent 
unemployment total. They point out that 
nearly 500,000 people were out of work 
in California six months after V-J Day, 
but that the :um is now much lower—ap- 
proximately 350,000. They also empha- 
size the fact that on the Coast the number 
of people who will look for jobs at some 
time during the year is generally twice the 
total who will work continuously. In a 
mild climate with generous deer and trout 
seasons, part-time legion. 
This is believed to exaggerate regional un- 


workers are 


employment statistics. 


But the Coast cannot disregard the 
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danger of large-scale joblessness. In an 
area crowded beyond belief, the building 
trades have given work to thousands of 
newcomers. Stores, hotels, race tracks, 
taverns, restaurants, garages, hospitals— 
all kinds of establishments are rising to 
cater to the needs and frailties of 40 per- 
cent more people. Housing is still expen- 
sive, but houses will be built as long as 
families are living in tents, cisterns, old 
streetcars and the open air. 

Yet construction work is relatively 
ephemeral. Eventually it ends. So Coast 
business leaders continue the campaign 
to induce basic industry to fabricate and 
merchandise their products in the West. 
The claims of these men are impressive. 
The Coast and the neighboring Inter- 
Mountain states now are inhabited by 
almost 18 million people. This is a mar- 
ket with twice as many customers as are 
in New England. 

The imponderables on the Coast are 
many. Henry Kaiser manufactures steel 
at Fontana near Los Angeles, but whether 
he can compete with U. 8S. Steel is still 
dubious. Adverse freight rates and heavy 
indebtedness to the RFC sit on his shoul- 
ders like the Old Man of the Sea. Other 
questions perplex the region. Will prices 
drop? If they do, will elderly people again 
rush westward to retire on fixed incomes? 

The crux of the situation is that at least 
a generation of historic development on 
the Pacifie Coast—the evil with the good 

-has been compressed into the compara- 
tively few years since Hitler’s cracking 
of the Maginot Line impelled America to 
prepare for war. 

It is hard for the people of the Coast to 
know what the future holds, but they 
believe they are embarked on a bold new 
adventure. No longer do they feel distant 
from the strongholds of American popu- 
lation and industry, for some day they 
themselves may be manning these bastions. 
They think now that President Jefferson 
was merely ahead of his time when he 
foresaw “a great, free and independent 
empire beyond the Rocky Mountains.” 
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THE FLOOD OF PRIZES AND PREMIUMS 


USINESS is giving away more premiums 

and prizes than ever before. It’s a sur- 
prising trend. Premiums usually flourish 
when business as a whole is slow and inven- 
tories are piling up. Nevertheless, last year 
business used around 750 million dollars worth 
of premiums and prizes. It would have used 
more if the stuff had been available. This year 
the figure may hit a billion dollars, twice the 
pre-war level. 

Business is thus scrambling for goodwill 
when it already has more customers than it 
can take care of. Experts give two reasons. 
Many firms aren’t waiting for the buyers’ 
market. They are building up a solid “in” with 
their customers ahead of time. And they hope 
that premiums will take some of the sting out 
of high prices. 

You don’t have to be in the soap or flour 
business to use premiums. They have been 
used successfully by sellers of autos, carvers of 
tombstones, diaper washing companies and 
banks. In general, only small business has 
neglected premiums. And small concerns could 
use them profitably. 

To get new customers, manufacturers offer 
a premium in exchange for a box top or label 
plus a small amount of cash. To keep cus- 
tomers coming back, they give coupons 
which permit customers to select premiums 
from a catalog. About 30 percent of the 
chinaware produced in this country 
is reported to go into premiums as 
well as 15 percent of the enamel 
ware and 10 percent of the alumi- 
num ware. But many companies 


use less effective 
premiums, 

Liquor companies sometimes sell their prod- 
uct in fancy bottles that can be used as de- 
canters. Stone marmalade jars are useful in 
the kitchen as containers for bacon grease. 
Booklets make good premiums. A maker of 
duplicating machinery gives a booklet on how 
to sell by postcard. A seed house gives a 
pamphlet containing questions and answers on 
gardening. 

The Commerce Department gives the fol- 
lowing suggestions on premiums. 
> A premium should be something that will 
last, not something that will be used up and 
forgotten. 

& It should not be an accessory to the product 
sold. A premium for buying a vacuum cleaner 
should not be an attachment necessary to get 
the full value from the cleaner. 

> A premium should be easy to use, not a com- 
plicated gadget that requires demonstration or 
will get out of order. 

> A premium should be in sufficient supply so 
that customers don’t have to wait to get it. 

There are no federal laws restricting the use 
of premiums but users should be familiar with 
postal regulations, the Federal Trade Commis- 
sion’s limitation on the use of the word “free,” 
the Bureau of Internal Revenue’s luxury taxes, 
and various state laws regarding use of cou- 

pons and resale price maintenance. 
For more information on premiums, 
write to: Marketing Division, Office 
of Domestic Commerce, Department 
of Commerce, Washington 25, D. C. 


ambitious but just as 


GUIDANCE FOR TOMORROW'S CUSTOMERS 


SAORE and more high schools are teaching 
=W8 pupils how to become intelligent shop- 
pers and customers. 

The National Education Association, sup- 
ported by the National Better Business Bu- 
reau, publishes 10 pamphlets for high school 
use on such subjects as insurance, consumer 
credit, standards and labels, advertising and 
budgeting. 

Even schools which do not use these pam- 
phlets are stepping up instruction on day-to- 
day economics. In mathematies, for instance, 
problems are given which touch on credit, 
buying in large lots, or the standard sizes of 
cans. Actual examples are used with current 
prices taken from newspaper ads. The schools 
sav that by using specific current cases rather 
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than textbooks they are better able to develop 
intelligent buyers. 

In general, students are taught to check their 
shopping against this set of rules: (1) read 
labels, (2) inspect merchandise carefully, (3) 
ask specific questions of salespeople, (4) buy 
by grade, (5) buy in most economical quan- 
tities, (6) buy by weight, (7) buy only what is 
needed, (8) check weights and measures, (9) 
usually pay cash. 

With programs like these, high school 
pupils will graduate with a healthy buyer’s 
attitude tucked into their diplomas. They 
will be less likely to get taken in by shoddy 
goods or spurious sales. They are more likely 
to do their buying on a basis of good quality at 
a fair price. 
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PRIVATE PENSIONS fTAKE HOLD 


Good retirement plans increase emplo 


2 morale and efficiency 





) PRIVATE PENSION PLANS sare 

catching on in U. 8. industry. More 
than 7500 companies have installed paid 
retirement plans, most of them in the last 
five years. New plans are being created 
at the rate of about 70 a month. The 
growth isn’t spectacular but it’s steady. 
Pension experts say it will step up pressure 
on non-pensioning employers. 

Existing retirement programs cover 
some 12 million workers. Companies 
which sponsor the plans claim greater effi- 
ciency, more loyalty and less turnover 
among employes. They believe the plans 
are worth the billion dollars annually it 
now costs to operate them. 

Pension advocates argue: 

®& A man on wages or salary no longer 
‘an provide for his own old age. His abil- 
ity to save has been greatly reduced. 
P Social Security can’t take care of him. 
Average retirement benefits to man and 
wife now run under $40 a month, cannot 
exceed $85. 

So, say the pension promoters, the em- 
ployer must emerge as the principal source 
for old age security. Otherwise, he bur- 
dens his payroll, clogs promotion channels, 
stultifies management with  over-age 
deadweights. His only real choice is how 
and when to accept the responsibility. 

The first formal company pension plan 
was adopted by the Canadian Grand Trunk 
Railway in 1874. The American Express 
Co. inaugurated the second a year later, 
and such industrial giants as General Elec- 
tric and A. T. & T. soon followed. But it 


KIPLINGER MAGAZINE, February 1948 


was not until World War II made benevo- 
lence a bargain that the pension movement 
really got under way. 

Sure profits, high taxes and frozen pay- 
checks were the inducements. Most em- 
ployers were making money, yet they were 
forbidden by law to hand out raises. Ex- 
cess profits taxes were running as high 
as 95 cents on the dollar, and pension con- 
tributions were deductible. Pensions took 
the place of raises, a good investment for 
money which otherwise would have been 
taxed away. 

But even now, with corporate taxes 
down and wartime wage controls off, new 
pension plans are being adopted—particu- 
larly by smaller companies. 

For the employer who wants to install a 
pension plan in his own plant, there are 
several basic rules: 

& It must be keyed to long-run financial 
ability. A plan that fails destroys em- 
ploye loyalty. Also, unless the Treasury 
Department can be convinced the plan was 
started in good faith, its seuttling will bring 
a retroactive tax bill. Generalizing on 
pension costs for the employer is danger- 
ous, but most systems run from 5 to 10 
percent of payroll. 

et must make retirement attractive. 
Improved morale and efficiency cannot be 
expected of men who know they will some 
day be cut off with a bare subsistence pen- 
sion. Nor is there much point to a plan 
which does nothing for a man he couldn’t 
accomplish by himself. A generally ac- 
cepted goal for total retirement payments 


15 














is to have them equal 50 percent of a man’s 
pay. Social Security benefits are in- 
cluded in the 50 percent. 
& /t must conform to tax laws. Specifi- 
cally, it must not discriminate in favor of 
top-salaried personnel, and it must be 
funded in such a way that the company 
can never make any other use of the money. 
There was a time when rigged pension 
plans could serve as tax-dodging devices, 
but the Internal Revenue Code now has 
teeth sharpened for such shenanigans. 
& It must be tailor-made. <A steel mill 
and an advertising agency, to cite extreme 
examples, are faced with totally different 
retirement problems. No plan has been de- 
vised that fits them both and none can be. 
Beyond these maxims, the employer 
seeking advice on the whys and wherefores 
of pension planning will face a diversity 
of opinion on other basic questions. 


Who should be eligible? 

Since Social Security benefits are based 
on the first $3000 of annual pay, some pen- 
sion experts say that private pension pay- 
ments should begin at that point. Others 
emphasize that a $3000 dividing line nor- 
mally will exclude 90 percent of employes 
and cancel out any morale benefits. 

There are tax complications here, too. 
While the Treasury doesn’t call a selective 
plan discriminatory, it does say that bene- 


Most banks and life insurance agencies 
can provide information on pensions and 
retirement systems. In addition, the fol- 
lowing publications may be useful. They 
are free, except as noted: 

Pension and Profit Sharing Plan Ex- 
pansion (May 29, 1946), Journal of 
Commerce, 63 Park Row, New York 15, 
ee 

188 Retirement Plans, 1944-46 (1946), 
Bankers Trust Co., 16 Wall Street, New 
York 5, N. Y. 

Modern Pension Plans (1947), 382 pp. 
$5, Prentice Hall, Inc., 70 Fifth Avenue, 
New York 11, N. Y. 

Developing a Retirement Plan (1946), 
16 pp., U. 8S. Chamber of Commerce, 
Washington 6, D. C. 
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fits to members cannot be proportionately 
greater than Social Security payments to 
those excluded. That sets the limit at 30 
to 34 percent of annual pay, a top pension 
of $3400 to a $10,000-a-year sales man- 
ager. 

A company with a $100,000-a-year exec- 
utive on its payroll has another problem. 
It can stay inside the Treasury formula 
and still slip this man a comfortable $34,- 
000 retirement stipend. But such gratui- 
ties are a red flag to those in less exalted 
income brackets. Many companies, 
therefore, put a ceiling—perhaps $7500 or 
$10,000—on retirement payments. 

An even more puzzling problem is pre- 
sented by the 62-year-old $2400-a-year 
man, if there are enough of him on the 
payroll at the time the plan is installed. 
Obviously, if such a man is to get more 
than pocket change, his pension must be 
based on the years he has already worked, 
as well as on his possible future service. 
This means whopping company contribu- 
tions for past service benefits. 


What should be the retirement age? 


Most plans set 65, some set 60 for 
women, a very few 60 for all. This is an 1m- 
portant consideration, for a pension at 60 
is half again as expensive to the employer 


as one at 65. 


Which should be fixed in advance, the 


company contribution or the pension? 


An employer can budget his costs more 
easily if the contribution is fixed, but to 
the employe that is letting the tail wag 
the dog. The employe wants to know 
exactly what he can look forward to. Ii 
he has to guess about it, or worry, his boss 
loses half the psychological benefit of pen- 
sioning. So, most plans being adopted to- 
day fix the pension first. 


Should employes contribute also? 


Before the war most pension plans 
called for some contribution by the em- 
But the trend is toward non- 


Of the plans begun from 


ployes. 
contribution. 
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1942 through 1946, three out of four were 
wholly company-financed. However, some 
experts still favor employe help—-a dollar, 
perhaps, to each two or three from man- 
agement. They say this removes the 
“handout” onus of pensioning, curries the 
workers’ pride. 

All experts, however, advise the em- 
ployer to look carefully at profit expecta- 
tions before playing Mr. Bountiful. A 
non-contributory plan, once launched, is 
hard to change without incurring the 1ll 
will of the employes. 


Should employes receive benefits pro- 
vided by company contributions if they 
leave before retirement age? 


The experts say yes, but only after em- 
ployes have had some years of service. 
If a company wants to hold its people, it 
ean tie all sorts of strings to its pension 
package. But such a policy invites sus- 
picion. And no company can afford to 
lay itself open to accusations of firing 
old employes to dodge pension obligations. 
Nor can the dissatisfied employe who stays 
on because he’s sweating out his pension be 
considered an asset. 

Funded pension plans can be adminis- 
tered either by life insurance or by trust 
companies. Insurance men claim more 
solid guarantees, trust advocates claim 
ereater flexibility. Either can do the job. 

Some unions have grumbled about the 
compulsory retirement feature of some 
pension plans; others have contended that 
the plans should be subject to collective 
bargaining. Yet pensioning now is becom- 
ing more acceptable to unions. Both the 
clothing and the ladies garment workers’ 
unions, for instance, have obtained in- 
dustry-wide management-financed plans. 

It may be years before a great number 
of the nation’s businesses will get around 
to supporting pension plans. Many em- 
ployers still are inclined to balk at costs 
which appear prohibitive and which bring 
them largely intangible benefits. But the 
pension idea is growing—and more and 
more employers are going to conform. 
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“RISK” CAPITAL 


“Risk” capital—money which is in- 
vested in common stocks to start new 
businesses or expand existing ones—is 
getting scarcer. One reason is that high 
taxes in the upper income brackets drain 
off much potential risk capital. But 
another, and perhaps bigger, reason is 
that people are investing their savings 
elsewhere than in common stock. Many 
economists are worried about this drying 
up of the life blood of business. 

These economists say too large a pro- 
portion of savings is going into “safe” in- 
vestments like bonds and mortgages and 
not enough into common stocks, the so- 
called equity securities. Business can and 
does get funds for expansion from both 
sources. But when business finances with 
bonds, it creates a debt on which fixed 
charges must be paid and which must be 
retired in a specified period. Such a debt 
can be a serious handicap to a business in 
a time of depression. Money raised 
through the sale of common stock is not 
subject to the same guarantees, which is 
why it 1s called “risk” capital. 

The trend of savings investment towards 
bonds and mortgages rather than equity 
securities has been clear since the early 
1920's. And recently, in the first 10 months 
of 1947, more than two-thirds of the new 
money issues were bonds and notes. 

What moves can be made to stimulate 
the flow of savings into common stocks? 
There is a growing body of opinion that 
mere reduction of upper-bracket income 
taxes is not enough by itself to solve the 
problem. Many students believe that Con- 
gress ought to overhaul the tax structure 
to eliminate the things which make equity 
securities unattractive. 

The most commonly cited reform is 
abolition of double taxation of dividends— 
the process which taxes corporation in- 
come as such and then taxes it again as 
individual income after it has been dis- 
tributed as dividends. 

Outside the field of tax reform, some 
economists want modification of the con- 
trols exercised over banks and other in- 
vesting institutions. Most of these insti- 
tutions are forced by law or regulation to 
invest their assets chiefly in bonds and 
other debt securities. Maybe we ought to 
make it easier for savings institutions to 
invest in common stocks provided they 
don’t go in for speculative trading. 
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all nations meet to drink, dine, relax, 
talk shop. 

Now two-and-a-half years old, In- 
ternational House was begun with a 
$150,000 kitty raised by 50 local busi- 
nessmen. Both its service and social 
features are free to foreign visitors to 
New Orleans. All others pay dues to 
help keep the place going. Dues are 
$250 a year for New Orleanians, $50 
for U. S. out-of-towners, and $25 for 
foreign members. 

& International Trade Mart. A 
modern building to be occupied by 








N the minds of many small and middle- 
sized companies throughout the U. 58., 
foreign trade is for big business alone. But 
in New Orleans there is an opposite notion: 
More small operators can and should cut 
in on the lucrative international traffic. 
And New Orleans is out to help them do so. 
New Orleans’ prime interest is frankly 
selfish. The busier all U. S. foreign trade, 
the busier the city’s port facilities. That 
port is now the nation’s second biggest in 
dollar volume. New Orleans wants to take 
on all the added freight possible to re- 
capture the No. 1 position seized from it 
by New York during the Civil War. At 
the same time the city also takes the 
longer view, held by most economists, that 
an ever-increasing flow of goods between 
our country and others will help stabilize 
our own and the world’s economies. 

With both these considerations in mind, 
New Orleans has already set up or is work- 
ing on five major projects to convince busi- 
nessmen of the ease and advantages of (a) 
foreign trade and (b) foreign trade via the 
Port of New Orleans: 

& Internaiitonal House. This is a non- 
profit organization which functions chiefly 
as a service bureau. Housed in its own 
10-story building in the center of the New 
Orleans business district, it tries to find 
overseas customers for domestic merchan- 
dise, outlets in this country for goods made 
abroad. In its clubrooms businessmen of 
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midsummer, this will be an actual 
market place where American and 
foreign traders will be able to see real 
merchandise and talk prices. Three- 
quarters of the space in the Mart has 
already been rented to American busi- 
nesses which plan to keep permanent per- 
sonnel on duty. 

& Free Trade Zone. 
Orleans became the second U. 8. city to 
have a free trade zone. New York was 
the first. In the New Orleans free trade 
zone are 20 acres of warehouses where 
merchants can bring and store goods from 
overseas without paying duty. There, too, 
goods may be repacked, sorted, reshipped 
abroad or just stored indefinitely. Only 
when the merchandise is finally brought 
out of the zone to be sold in this country 
is duty charged. 

& Tidewater Channel. It is now 110 
miles and an eight-hour ship trip from 
New Orleans to the Gulf of Mexico. New 
Orleanians are campaigning for a short 
cut—a 6214-mile tidewater channel to the 
sea. They say that in addition to being 
shorter, such a channel would be free of 
river silt and cheaper to maintain than the 
river itself, which requires dredging, jetty 
construction and other costly upkeep. 
Army engineers have approved the 90-mil- 
lion-dollar project. The matter now rests 
with Congress. 

& Union Terminal and Express High- 
way. Nine main-line U.S. railroads enter 
and leave New Orleans at five separate 


Last summer New 
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stations, most of them shabby and run- 
down. New Orleans’ young Mayor deLes- 
seps S. Morrison and city leaders are back- 
ing a 34-million-dollar bond issue _ to 
finance an up-to-date union terminal and 
new express highways into the city for 
trucks. 

Although not primarily of New Orleans 
origin, a sixth program—the Mid-Con- 
tinent World Trade Council—may be 
added to this list. This council promotes 
world trade in the interest of the vast mid- 
Continent area bounded by the Appa- 
lachians, the Rockies, the Great Lakes 
and the Gulf of Mexico. The Council does 
not openly favor any one port. But in its 
drive to stir up interest in more foreign 
trade, it necessarily brings business to 
New Orleans. 

Of all these programs, probably the big- 
gest single force in launching new busi- 
nesses In foreign trade is International 
House. Letters received by its World 
Trade Development Department tell of 
new companies breaking into the foreign- 
trade field and reaping millions of dollars 
worth of business. 

One particularly satisfying letter came 
a few months ago. A southern export- 
import firm wrote: 

“Entering the export field last year, we 
needed distributor representatives in South 
America for our principal, one of the 
largest manufacturers of integral motor 
coaches in the U.S. You not only procured 
for us an excellent group of distributors 
.. . but also made possible the closing of 
one deal for $269,500 by working out the 
financial problems involved.” 

A manufacturer’s agent in New Orleans 
wrote: 

“A substantial order for cotton goods 
has been received from one of the pros- 
pects given us in your letter. The firm 
has placed an order with us for 20,000 
yards of cotton piece goods.” 

International House makes no charge 
for services like these. The World Trade 
Development Department has introduced 
some 8500 mid-U. S. merchants to foreigr 
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buyers and sellers. It has helped more 
than 300 businesses get started on export 
trade. 

In International House’s biweekly Trade 
Winds, sent to its more than 1500 mem- 
bers and other interested people, is a page 
called Trading Post. This lists actual 
wants. Samples: 
© Firm in Panama seeks lithographed 
buttons for political campaigns, metal 
propaganda signs and beverage bottle caps. 
& Company in Brazil wishes to hear of 
exporters of tools for carpentry and 
cabinet-making. 
> Firm in Mexico desires to import 
kitchen utensils, plastic articles, table 
service, desk sets and costume jewelry of 
quality suitable for sale in 5 and 10 cent 
stores. 

& Company in Peru can supply chalk, 
china clay, white silica, natural red ochre, 
and fine white barium sulphate. 

Although Latin American import and 

export opportunities fill most of the space, 
Europe is also represented: 
& Firm in Switzerland wishes to represent 
exporters of window blinds, plastic flooring 
and plastic wall finishes. This firm also 
indicates its interest in the importation 
of china, crockery, toys, hand tools, hard- 
ware, men’s, women’s and children’s wear- 
ing apparel, ladies’ shoes, novelties, bi- 
cycles, motor scooters, auxiliary motors 
for bicycles and ball point pens. Same 
firm offers for export watches, clocks, 
cigaret lighters, electric dry _ shavers, 
motorless dry shavers, toy winding motors, 
surgical supplies and musical movements 
for music boxes. 

By making available all these tangible 
services, International House naturally 
builds goodwill for New Orleans. 

This approach is designed to bring 
prospective foreign traders to the point 
where they are as likely, if not more likely, 
to ship via New Orleans as via New York. 

The city puts it this way: “The small 
businessman finds a new outlet for his 
goods. The Port of New Orleans handles 
more business. We’re both happy.” 
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A “FAIR” LEVEL OF WAGES 


These are the basic facts behind all the argument over the “third round’”’ 


penn SMEN, as well as workers, 
have a oe in maintaining a fair 
level of wages, for today’s payroll check 
is tomorrow’s purchasing power. The 
problem lies in agreeing on what is “fair.” 

As debate gets hotter over the advis- 
ability of a third round of post-war wage 
increases, both sides cite figures to prove 
their own points. They even cite the same 
figures to prove opposite points, like the 
devil quoting scripture. Many of the basic 
facts, however, are not in dispute. It is 
their wnterpretation that causes the fight. 

What about the cost of living? Labor 
says that the rising prices it has to pay for 
things make a wage increase necessary and 
proper. The government’s index says that 
consumers’ prices have risen 65 percent 
between 1939 and the fall of last year. 
This is a good index for families whose in- 
come averaged about $1500 from 1934 to 
1936, and for those who had their own 
homes before the war or who had con- 
trolled rent. 

But the cost of living has probably risen 
80 percent for those who have had to find 
new housing at inflated prices. Also, the 
figure of 65 percent is too low for the very 
lowest income families, because they spend 
a much larger part of their wages for 
food than other people do. In fact, this 
group has nothing left after paying for 
basic food, clothing and shelter. 

How different people regard the rise in 
living costs depends on their personal ex- 
periences. When the government index 
speaks of an average increase of 65 per- 
cent, it naturally means that some items 
have gone up much less than that, while 
others have gone up much more. 

Thus, when a worker demands a wage 
increase he is probably thinking of the 
fact that meat has shot up almost two and 
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one-half times since pre-war and that all 
food has more than doubled. He is likely 
to forget that gas and electricity, for in- 
stance, have actually gone down a little. 
For each item that went up 65 percent or 
less the housewife quite humanly thinks 
of others that have more than doubled, 
such as cotton garments, sheets and towels. 

What has happened to wages? This 
is even harder to treat in generalities, but 
some workers who started with higher 
wages have received greater increases in 
cents per hour, than those who started low, 
but the percentages of increase are just 
the opposite. 

In manufacturing industries which paid 
about 30 cents an hour before the war, 
wages have been raised a little more than 
one and one-third times above the starting 
point. This is a greater increase than that 
of the cost of living, but many of these 
workers are fighting against poverty be- 
‘ause there is still no margin of things that 
the family can give up without losing 
something essential to a minimum stand- 
ard of decency. 

In some manufacturing industries which 
were higher-paying before the war—90 
cents to $1 an hour—increases above the 
starting point have been about 65 percent, 
the same as the average cost of living. 
This means that some higher-paid workers 
are just about holding their own with the 
1939 standard of living. 

Again, these figures are averages and 
gloss over many special cases. Those 
workers in the higher-paid group who 
have bought a house recently or have had 
their rents boosted are not holding their 
own with 1939. At the other end of the 
scale average wages in the coal mines, for 
example, have doubled. 

How big are profits? In dollar figures 
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they are big. Profits always rise in “good” 
business years, but compared with other 
periods of prosperity they are not now as 
large as they at first seem. 

Corporate profits after taxes during the 
first half of last year took no more of each 
sales dollar than in 1941 and less than 
in 1929. Moreover, one-fourth of these 
profits was due to boosts in the value of 
inventories, windfall profits which cannot 
be taken out of a company because they 
have to be used to maintain inflated 
inventories and absorb the loss when 
prices start down. 

Businessmen occasionally 
refer to the present times 
as “profitless prosperity’ 
because the rate of operat- 


’ 


ing profits is lower than it 
1941. These are 
profits expressed as a per- 


was 1n 
centage of the sales volume Cities. 
after deducting taxes and 
windfalls from inventories. 
They are running lower 
than profits expressed as a 
return on net worth. 

Of course some profits 
are exceptionally high, just 
as some that go into the 


WAGES: SOME 


Here are some of the figures that will be used by both sides 
in the bargaining over a third round of wage increases. All 
figures are from official government sources. 

The cost of living is measured by the U. 8. Labor Depart- 
ment’s Price Index for Moderate Income Families in Large 
It is an index, not a dollars and cents figure, and 
covers about 70 percent of the city family’s expenditures for 
coods, rents and services. 


Cost of living 


used for the comparisons. Also, generali- 
ties should be avoided where possible in 
favor of conditions in each industry or 
even each company within each industry. 
The race to keep profits or wages above 
the other is, of course, the root of inflation. 
If a third round of wage hikes is obtained 
labor will have won a battle, but the war 
will go right on as long as the cost of liv- 
ing advances. Unfortunately, both sides 
know these facts fairly well, but each is 
trying to force the other into doing some- 
thing about them first. 


STATISTICS 


1939 1941 1945 1947 
GO 4 105.2 128.4 164.9 (Nov.) 


The average weekly take-home pay including overtime for a 
typical worker in manufacturing is given below. It is assumed 
that the worker has a dependent wife and two children. Social 
security and income taxes have been deducted. 


) ' Weekly take-home 1939 1941 1945 1947 
average < ge Or W. ad . “ . ‘ . ‘ ‘ ) Land 
leapt —_— ” In mManutacturing $23.62 $29.28 $42.74 $49.06 (Oct.) 


ions will pick the high spots 
to attack. 

Also, organized labor pre- 
fers to make comparisons 
with 1939 or the average of 


Average hourly earnings are shown below for five industries 
chosen to cover the whole scale of wages from high to low. 
Figures are in cents per hour and include overtime. 

Average Hourly Earnings for: 1939 1941 1945 1947 


1936-39. which were peri- Luto manufacturing 92.9 104.2 1256 15382 (Oct.) 

repeat sn Electrical Mach. Mfg. 702 802 1053 133.2 " 

ods of rather low profits. Textile-Mill Mfg. 46.0 526 75.7 1055 ” 

Companies are yielding Hotels (year-round ) 324 348 550 683 
: | Work Shirt Mfg. 309 394 576 745 ” 


large returns on capital in- 
vested before the war at 
pre-war prices, and profits 
after taxes have risen more 
rapidly 1939 
wages have. 

Thus, as a straight mat- 
ter of equity between profits 


since than 


Employes 
lords 


and wages, a lot depends 
on which base period is 
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Proprietors, farmers & land- 


Corporate profits after taxes 
Corporate taxes 1. 


The national income and the portions of it going to workers, 
proprietors and corporations are shown below. 
billions of dollars. 


Figures are in 


1939 1941 1945 1947 


Total National Income $72.5 $1038 $1828 $203.3 (3d 


47.8 64.3 1229 129.7 quarter 
annual 
7 20.8 37.1 473 rate) 
5.0 94 8.9 mer = 
5 


78 11.3 ae 
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YOUR CAR INSPECTED? 
WAS IT A SHAM JOB? 


OST safety experts favor compulsory 

automobile inspection and are need- 
ling states and cities to adopt it as part 
of general safety plans. Eventually adop- 
tion will come almost everywhere. But 
unless your town is careful it will get an 
inefficient, annoying inspection system. 

There are two basic systems: the state- 
operated inspection station, and _ the 
private garage with inspection authority. 

Here is the feeling about the state- 
owned station: 

Inspection stations must be numerous, 
with consequent heavy cost in sparsely 
populated areas. But, on the whole, state 
inspection is the best. Three things should 
be done, however: have enough personnel 
for thorough but quick inspections; pay 
enough to get good men; and see that 
enough revenue is kept from inspection 
fees to maintain good service. Many 
states have done none of these things. 

Personnel has to be watched sharply to 
prevent overzealousness. The object of 
inspection is SAFETY. An officious in- 
spector can make a car owner repair his 
shock absorbers, which have nothing to 
do with safety. Such officiousness brings 
the system into disrepute. 

Here is the feeling about private garages 
with inspection authority: 

There is great temptation for corrup- 
tion and indifference. Obviously, the in- 
spector can “discover” imperfections and 
maneuver himself into lucrative repair 
work, and there are records that some of 
them do that. An inspector can be easy 
on friends and customers, severe on 
others. He functions remote from control. 

But advocates of the private-garage 
system say it does allow the state to keep 
firm control, that citizens can _ report 
abuses, and that the system is best for 
sparsely populated areas. Others favor 
a combination of the two systems. 

Diehard objectors to inspection, mostly 
among motorists themselves, say it is 
useless because a defect caught and rem- 
edied today can reappear tomorrow. Ad- 
vocates of inspection say this point is 
exaggerated, that at worst inspection 
keeps unmendable jalopies off the roads. 
But the pressure for inspection goes on. 
So does the search for a painless and 
efficient system—a search that every city 
and state can join or observe with benefit. 
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ARE ASSETS ae 






f ‘OOD shade trees are beautiful and they 


¥ provide shelter. But they are also valu- 
able community assets. They help har- 
monize and soften near-by structures, raise 
the tone of streets and increase property 
values. 

Newark, N. J., values its shade trees at 
6 million dollars. Greenwich, Conn., ap- 
praises its trees at 20 million. The estimated 
worth of all U. S. shade trees is more than a 
billion dollars. Trees thus deserve close pro- 
tection. 

But if the assets in trees are great, so are the 
potential liabilities. Consider the experience 
of Columbus, Ohio: The city had many fine 
elms. But along came a virus disease, striking 
right and left. Soon the city was paying 
$50 to remove each gaunt dead tree, and 
finally spent a total of 4% million dollars. 

Public and private owners are becoming 
conscious of this liability aspect and are spend- 
ing approximately 100 million dollars a year 
for tree care. There are some 2000 tree 
“specialists” in the U.S. Most of them know 
what they’re doing and have the right equip- 
ment. A few others specialize in working on 
the tree owner. 

But beyond considerations of honesty are 
other reasons why incompetent “specialists” 
shouldn’t be entrusted with trees. These are 
the same reasons why the owner himself 
shouldn’t ordinarily undertake the work: 

& Lack of proper tools. Ladders, ropes, 
blocks, saws and knives are required in the 
job. Also needed are spraying outfits, wound 
dressings and special paints. The operator 
must know exactly what to use, when to use it 
and how. For instance, fertilizing trees means 
more than scattering plant food on the ground. 
It involves something like hypodermic injec- 
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tions with air drills and pumps to aerate the 
roots and place the proper fertilizer where 
the trees can use it. 

& The element of danger. Trained tree ex- 
perts are trained in safety. Inept ones oft- 
times get hurt and sue. Reputable profes- 
sionals are generally protected by insurance. 

A valuable service of the trained tree spe- 
cialist is in saving the right tree and in plant- 
ing a proper replacement for a wrong or dead 
tree. This is important because mistakes in 
planting can be costly. 

Trees often grow too large for settings and 
have to be removed or thinned. Sometimes 
only one kind of tree is planted. The result 
may be monotony and loss by disease. 

Four kinds of trees are most commonly 
planted. The elm is outstandingly popular 
but is risky because of two still uncontrolled 
diseases. Then come the maple, oak and syca- 
more. 

Maples have the disadvantage of rooting 
parallel and close to the ground, making it 
difficult to grow grass. The silver maple 
breaks easily in windstorms. But sugar maples 
do well in city residential areas in colder 
climates. Desirable, also, are the red maple 
and the Norway maple. 

Many oaks make fine shade trees. The bur 
oak, particularly, is excellent for withstanding 
city smoke. 

Other suitable trees for most parts of the 
U.S. are the thornless honey locust (although 
messy), tulip, birch, linden, sour gum, ginkgo, 
eoldenrain and Chinese scholartree. 

But remember to proceed with caution on 
any major tree project. Otherwise, you may 
end up on a limb. 
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FOR THE BEST INFORMATION ON TREES, 
get in touch with your state agricultural college, 
state horticultural society, or your own city govern- 
ment. Specialists there know local conditions. Avoid 
generahzed information, which often does not fit 
particular cases. Remember, too, that in most states 
anyone can call himself a tree expert. Only six 
states license tree experts. They are Connecticut, 
Maine, New Hampshire, Alabama, Louisiana and 
Rhode Island. New Jersey has a voluntary system 
under which tree experts may qualify as “certified 
arborists” if they pass an examination. 
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VACATION SYSTEMS 
ARE CHANGING 


ECORD-BREAKING vacation crowds 

will swarm this year upon insufficient 
land and sea accommodations. Conse- 
quently, many thousands will encounter 
commotions and disappointments which 
might be prevented by general adoption 
of the staggered, or year-round, vacation 
system. 

The first obvious effect of the year- 
round system would be to spread the in- 
creasing summer vacation load over the 
four seasons. A second effect would be 


relief for thousands of firms which now 


have to free needed manpower all in the 
space of a few months. The system also 
would enable seasonal resorts to operate 
year-round and perhaps to lower prices. 

Meanwhile, many executives are show- 
ing even more interest in the close-down 
vacation system under which all employes 
except maintenance personnel are turned 
loose at once. This allows easier over- 
hauling and repairs, and disposes of the 
vacation problem in one stroke. But if 
all firms did it, chaos would result. 

Cleveland illustrated the last point in 
1947 when about 200 firms used the close- 
down system. The workers generally went 
along with the idea, but screams soon 
came from overtaxed resorts, transporta- 
tion firms and facilities. 

The need for some change in vacation 
thinking is illustrated by a few figures 
from the national parks. Park accom- 
modations have been inadequate for 10 





years, yet 33 million visitors are ex- 
pected in 1948, 8 million more than last 
year. And the bulk of them will jam the 
parks in June, July and August. 

Are businessmen committed immovably 
to summer vacations? The answer prob- 
ably is “no,” since so many of them are 
considering both staggered vacations and 
close-down vacations. But executives have 
to think about one of them as an alterna- 
tive to a steady loss of production people 
during three summer months. The chances 
are that employes would vote for stag- 
gered vacations, if they had a vote. 
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WILL IKE RUN? 


[Ep. Nore, Jan. 23: General Eisenhower's 


statement, which appeared today at press 
time, does not alter the following discussion. | 

With the Republican nominating convention 
four months off, voters are seeing quite a spec- 
tacle. Several candidates are chasing the nomi- 
nation, while the nomination is chasing one 
man who refuses to be chased. He Just sits and 
says he isn’t running. He isn’t a candidate. 
He isn’t a seeker. 

Whether General Eisenhower means 
whether he is just playing coy is the question in 
everyone’s mind. The reporters of this maga- 
zine took the question and went digging. They 
talked with many people who know General 


this or 


Eisenhower. They did not talk with Eisenhower 


himself about it, for the very good reason that 
he won’t talk. Nevertheless, out of these vari- 
ous conversations the editors of this magazine 
have formed the following impressions: 


& General Eisenhower will retire from the army 
before long. As a private citizen he will then 
be free to talk about politics or anything else. 
& He will proceed to talk, or at least to answer 
the big question. 
& He will make unmistakably clear that he is 
not a candidate for the nomination for President. 
& He is not secretly receptive to it; he does not 
want it. 
& He is not trying behind the scenes to get it. 
& He is not “playing” secretly or otherwise with 
anyone. 

It is our impression that he will not accept 
a last-minute draft. He knows that other can- 
didates in the past have been “drafted,” but in 
every case it was late in the game and with 
the knowledge of the candidate, and with his 


aid. It was not really a draft, but merely the 





a 


appearance of a draft, done with the connivance 
of the draftee. In his case he will not connive. 

It is our impression that Eisenhower is not 
kidding himself or the public when he says what 


he says, and that he is not acting coy. He is 
merely being simple and straightforward. These 


qualities are so rare in politics that politicians 
and other people are not accustomed to them, 
and so they insist on reading between the lines. 
It is our opinion that Eisenhower does not intend 
any reading between the lines. 

He is interested in his future job as an edu- 
sator. He believes that education is the best 
route toward avoidance of war, and he wants 
to do what he can to prevent war. 

The ery for Eisenhower for President is a 
spontaneous cry. It will not die easily. It 
may continue, even after the General makes his 
position clear. 

In our opinion, it boils down to this: Eisen- 
any “draft” 
a convention deadlock 


hower will not so-called 
that might occur after 
between Taft and Dewey. He does not want it 
that way and will not have it that way. 

IF a spontaneous movement should develop 
before the convention into a popular “eall,”’ and 
[F he were to be nominated on the first or see- 
ond ballot this would be genuine draft. He could 
hardly refuse, and in our opinion, he would not 
But to imagine this you have got to 
Taft 


accept 


fad 


rerluse. 
imagine the withdrawal of 
This is hard to imagine. 


and Dewey. 
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The Economic Outlook. Business 
momentum that will carry until at 
middle of the year, and perhaps through the 
entire year. The situation until midyear is fairly 
clear, but the final six months are a little hazy. 

Industrial production is running on a high 
plateau, and will continue so, perhaps even with 
a slight rise, for five or six months longer. In- 
ventories in most lines do not seem excessive 
in relation to the volume of business. 

Price competition is appearing in a few lines. 
General Electric has shaved prices of its home 
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appliances, and other appliance makers may be 
forced to follow, but this 1s not expected to start 
any widespread price cutting. 

General price averages probably will con- 
tinue to inch upward. The cost of living is still 
rising slowly, and the time when it will come to 
a halt is not evident. 

The bankers are in process of tightening up 
on bank loans. Not anything drastic, but scruti- 
nizing all loans again, with an eye on whether 
they support speculation in such things as inven- 
tories or real estate. They are encouraged in this 
by government credit agencies, which are urging 
a reduction of the volume of credit at one end 
of the teeter-totter, so that prices will not be 
lifted so high at the other end. 

Congress is playing with the subject of curbs 
to inflation, and will do a few little things, but 
hot enough to be really effective. Most officials 
and legislators are afraid of being accused of 
bringing on a setback. 

Everyone has HOPE of checking inflation, but 
not many people think it really will be done by 
covernmental measures. The general expecta- 
tion is that inflation will continue, and that prices 
will keep rising until there is some sort of natural 
reaction, a correction, a slump of some kind. 

Wages will be raised 10 to 12 peréent by 
leading industries in the spring, and many smaller 
companies will raise pay by 6 to 8 percent, with- 
Many 


manufacturers will pass along the higher wage 


out necessarily following the big units. 


costs in the form of higher prices, but some can 
not, for they recognize that tney are getting 
closer to the line of price resistance at which 
buyers simply can not or will not buy. 

New 


house starts are expected to go above 900,000 


Construction will continue to boom. 


this year, even higher than the 855,000 of last 
Price rises will be checked by a better 
flow of materials, but housing prices in general 


vear. 


will not decline enough to amount to anything. 

Scarcities of nearly everything will continue. 
There is too little steel to let the automobile 
industry turn out 6 million new cars and trucks 
this year. The sellers’ market in autos will run a 





couple of years more. Electric power will con- 
tinue short, despite an 8 percent increase in 
capacity in 1948. The peak of the scarcity will 
be next December. Fuel oil will continue below 
requirements. So will gas. There is plenty of 
coal, but even coal is limited by railway cars 
to haul it. The country still needs more than it 
is producing—of nearly everything. 

Meat will be relatively scarce for several 
years. The spring scarcity is only the beginning. 
It is doubtful that Congress will really go 
through with meat rationing. 


vr WT YS 


Market research. New information on the 
size of payrolls is now available, by lines of 
business in each state and county, compiled from 
the records of social security tax payments. 
It is the best data for many kinds of market 
research since the last census of manufacturers, 
in 1939, and it contains valuable tips on trends 
and market shifts. 

The report, called Establishments, 
Employment and Taxable Payrolls, can be ob- 
tained free, while it lasts, from the Office of 
Domestic Commerce, Department of Commerce, 
Washington 25, D. C. 

Miscellaneous. Another small freight rate 
increase is expected in the spring . . . The Taft- 
Hartley Law is entering its most expensive and 
confusing phase—testing by the courts 
Adding machines, typewriters and some other 
office equipment will be more plentiful from 
now on, but heavy ealeulating and bookkeeping 
machines are far behind demand .. . Iron ore 
discoveries in Labrador are making some steel 
companies look with greater favor on the St. 
Lawrence Seaway . Tobaeco will be more 
plentiful because less is being shipped abroad 

Farm machinery has a backlog of orders 
production 
will expand more rapidly this year than ever 


Business 


equal to a year’s . Air freight 


before . . . The convention business is up, and 
so are the spendings of conventioners 
There will be more coffee production this year, 
and the U.S. will get much of the increase. 
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ers to exclude particular races or 
colors are being challenged in the courts. 
This focuses new attention on the general 
use of private contracts to maintain prop- 
erty restrictions. 

Some real estate men assert that if the 
Supreme Court strikes down racial agree- 
ments it will also damage the legality of 
covenants pertaining to style of architec- 
ture, size of lot, etc. However, there is 
nothing in the test cases, themselves, to 
indicate that such fear is warranted. 

Nevertheless it is a fact that private 
covenants are being used more widely to 
cover a larger variety of subjects, and 
there will be more covenants before there 
are fewer. Therefore, it is important to 
know how they operate and what they 
include. 

Lawyers speak of these agreements as 
“covenants running with the land,” mean- 
ing that they are contracts which go along 
with the property and bind new owners 
as well as the owner who signed them 
originally. This perpetuation is accom- 
plished either by writing the agreement 
into the deed itself or by making it a 
separate document and recording it offi- 
clally. Neither kind of document should 
be confused with zoning and _ building 
ordinances, both of which take precedence 
in case of conflict. 

If private agreements are desired, real 
estate specialists recommend one covenant 
to apply to all the lots in new develop- 
ments, and the continuance of some body 
—usually the development corporation—to 
enforce the covenant. 

Real estate men also recommend that 


/ igserpoqpeanets among property own- 
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the covenants expire after a stated num- 
ber of years—say, 25 to 40—unless reim- 
posed by the group. This feature allows 
for changes in conditions that cannot be 
foreseen by the originators. 

Restrictive agreements often cover the 
following subjects: 

Type of house. Number of stories, 
style of architecture and minimum floor 
space are usually specified. 

The yard and small buildings. Cove- 
nants often state how far back from the 
front line a house must be, how large the 
lot must be, what kind of fences can be 
built, where the driveway shall be placed, 
and whether temporary buildings may be 
erected. 

Nuisances. Restrictions on the kinds 
of animals allowed on the premises, and 
on places where garbage shall be kept, are 
often imposed. 

Reservations. What the lawyers call 
“easements” are usually written into the 
contracts so that utility companies will 
have a strip of land to use for installations. 

Common property. Ifa plot of ground 
is made into a park or playground, for 
example, there is usually a provision for 
assessing each owner enough to cut the 
grass and buy equipment. 

Race and color. There are thousands 
of covenants against occupancy by any- 
one but white people, as well as a large 
number specifically against Jews. These 
are the restrictions which may run afoul 
of the law. 

The Supreme Court ruled long ago that 
cities cannot accomplish such segregation 
through zoning ordinances. It is now 
being argued that the same thing cannot 
be accomplished by judges, which is done, 
in effect, every time a court upholds a re- 
strictive covenant. But this argument is 
based broadly on the rights of citizens, 
regardless of race or color, and has little 
or nothing to do with fences, architecture 
or other straight property matters. So it 
is difficult to justify racial covenants on 
the basis of protecting the validity of 
other kinds of real estate covenants. 
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THE WALL STREET JOURNAL 





| ‘HE offices of The Wall 

Street Journal stand only 
a ticker tape stretch from the 
New York Stock Exchange, 
J. P. Morgan & Co. and other 
financial headquarters in 
lower Manhattan. This prox- 
imity, says the nation’s No. 1 
business and financial daily, 
is undoubtedly handy—but no 
longer too important. Main 
Street has replaced Wall Street as the 
Journal’s biggest audience and major beat. 

Time was when the Journal was just a 
lackluster mirror of Wall Street, an ap- 
palling array of statistics which only a 
stockbroker could love. But in the years 
after 29, the financial communities of New 
York and San Francisco, where the paper’s 
two editions were published, proved in- 
adequate as a sole support. To capture 
the needed readers between the coasts, the 
Journal had to acquire a new look or 
else. 

Gradually the Journal has taken on this 
new look. It has changed from a stuffy 
financial sheet, reporting little more than 
bids and offerings, to a readable ‘“eco- 
nomic newspaper” interested in every 
phase of “how people earn a living and 
what they do with it after they get it.” 

The shift of focus has paid off hand- 
somely. As recently as 1940, circulation 
was only 31,000. Today it is 120,000, 90 
percent outside New York. In March a 
third Journal edition makes its debut. It 
will be published in Dallas for the South- 
west. 

Today the Journal’s prize exhibit is its 
front page. The prose is folksy, free of 
jargon. The headlines occasionally smack 
of Vanety (“Costly Cocoa—Chocolate 
Makers Stew As Its Price Careens’’). 
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Main Street has be- 
come its chief source 
of news and readers 


Feature stories tap any sub- 
ject from avocados to women’s 
hemlines. Every now and 
then a reader writes in to urge 
the paper, in fairness to itself, 
to change its name. This 
pleases the editors; it makes 
them feel they’ve proved their 
point. 

The editors are indisputably 
the key to the Journal’s suc- 
cess story. Except for 56-year-old Wil- 
liam H. Grimes, the editor, the top men are 
still this side of 40. Bernard Kilgore, 
president of the Journal, is 39. So is Wil- 
liam F. Kerby, executive editor. Buren 
H. MacCormack, managing editor, is 38. 

The top level also reflects an old 
Journal habit of training young college 
graduates from scratch. Kilgore and Mac- 
Cormack have never worked elsewhere. 
Kerby was a correspondent while still 
in college. 

Perhaps most significant is what staffers 
semi-humorously deride as the “DePauw 
influence.” Kilgore, MacCormack and 
many of the staff are graduates of DePauw 
University, at Greencastle, Ind. Grass- 
roots Indiana has met sophisticated Wall 
Street head-on and emerged unscathed. 

While ideas for improving the Journal 
had been perking for years, Barney Kil- 
gore largely implemented the Journal’s new 
lease on life. Amiable and soft-spoken, 
Kilgore was hired right out of college by 
the late Kenneth C. Hogate, also a De- 
Pauw graduate, whom he eventually fol- 
lowed into the managing editorship and 
presidency. Kilgore recalls going into the 
college library to take a look at the publi- 
cation he was to work for. “I couldn’t 
make any sense of it,” he admits. 

It wasn’t too long before he and Journal 
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readers began to be able to make sense of 
it. Kilgore’s own flair for readable sim- 
plicity won unique recognition when he 
worked in the Washington bureau some 
years ago. Twice at White House press 
conferences President Roosevelt recom- 
mended his stories on complex New Deal 
developments so other reporters might 
learn what those events really meant. 

Kilgore and his colleagues are a lot 
younger than some Journal reporters, 
several of whom have been with the paper 
for 20 years and more. Occasionally a 
veteran will mourn for the pre-spirit-of- 
DePauw era, when a sign in the office 
warned against crap-shooting except on 
days before holidays and when a Journal 
man forgot to get off a transatlantic liner 
and went across the ocean playing bridge 
with the late Charles M. Schwab. Today 
such horseplay is a thing of the past. 

Operations center around (1) the front 
page and (2) everything behind it. Back 
of page 1 are the editorial columns, 
“Pepper and Salt” (a collection of mild 
gags supposed to provide conversational 
fodder for the reader), market and com- 
pany news, stock quotations, personnel 
notes, labor news, and a Washington check- 
list of current government reports. Many 
of these features just do not lend them- 
selves to sprightliness. The Journal tries 
to take the curse off by keeping them 
brief, readable, and carefully curtained 
behind page 1. 

For page 1 is the Journal’s showcase. 
Experts have judged it the most readable 
front page of all U. S. newspapers. A 
series of inventions over the years made 
page 1 what it is today. It regularly 
runs a London Cable (Monday), a Com- 
modity Letter (Tuesday), a Tax Report 
(Wednesday), a Business Bulletin (Thurs- 
day), a Washington Wire (Friday) and 
the editorial Review and Outlook (Satur- 
day). Daily it crisply summarizes “What’s 
News”, not merely in the economic field. 
Daily, in the two outside columns, it 
runs the feature stories which more than 
anv other Journal innovation have won 
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Main Street’s attention and $18-a-year 
subscription checks. 

Under its flexible interpretation of what 
makes economic news, the Journal has 
served up stories on wild animals, midget 
electronics, gourmets’ delicacies, Santa 
Claus training schools, old Hollywood 
films, and contest giveaways. Many of the 
ideas are sparked by MacCormack. 

Mac once sent a Washington bureau man 
a suggestion that he look into Easter lilies. 
The writer tartly asked whether Mac 
wanted the story in blank verse. Mac 
replied in rhyme that digging would un- 
cover quite an Easter-lily business. ‘‘And 
there was one!” the writer recalls. “A 
6-million-dollar business.” 

One vital key to the Journal’s cover- 
age is Its 15,500 miles of leased wires. This 
“party line” permits overnight business 
surveys covering the country. The Jour- 
nal’s reporting staff alone numbers 186 in 
18 bureaus—12 domestic, 3 Canadian and 
3 overseas. It has special correspondents 
in more than 100 other cities. 

While the Journal has thrown many a 
convention overboard, it clings to the 
theory that men won’t read business news 
written by women. Its women reporters 
use Initials instead of first names. 

The Journal, now 58 years old, is owned 
by Dow, Jones & Co. The firm was 
founded in 1882 by Charles H. Dow and 
Edward D. Jones after they had _ both 
worked with New York’s pioneer financial 
news service, the Kiernan News Agency. 

From a primitive matter of running 
financial news bulletins—slips of paper 
written in longhand—to their clients in 
Wall Street (some few subscribers still get 
slips), Dow, Jones & Co. has expanded to 
include not only the Journal, but two 
ticker news services, a Canadian affiliate, 
and Barron’s Weekly, founded by the late 
Clarence W. Barron, to whom Dow and 
Jones eventually sold out. The company 
is now largely owned by Barron’s heirs. 

The first directors of Dow, Jones set 
down this guiding principle: “The general 
policy of the company in its published 
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matter and whenever it bears upon speci- 
fied corporations or individuals shall be 
conservative, impartial, and not un- 
friendly.” 

That description holds good today. The 
Journal’s harshest critics deem it a mouth- 
piece of Wall Street barons. But less 
prejudiced observers call it ‘consistently 
conservative—but objective.” After the 
railroad strike of 1945, A. F. Whitney, head 
of the Brotherhood of Railroad Trainmen, 
said the Journal had treated the strikers 
more fairly than any other U. 8. paper. 

Bill Grimes, who writes the editorials 
{and won the paper’s first Pulitzer Prize 
for them) says simply that the Journal’s 
editorial slant is that it favors a “market 
economy—where decisions are made in 
the market by the great mass of people.” 

Grimes, a Dutchess County, N. Y., 
turkey farmer by avocation, occasionally 
uncorks some cracker-barrel wit in his 
column. One such occasion was a reply to 
a Minnesota editor who had reprinted a 
Journal editorial about Christmas while 
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expressing surprise that it came from “a 
symbol of the cold commercialism of the 
financial fortress of our nation.” 

Grimes snapped back in an editorial 
“nersonal” note which might well sum- 
marize the Journal: 

“We like Christmas. We do not trample 
children. . When we go home the dog 
seems glad to see us. . When we are 
introduced to people they often go about 
wondering where we have parked our add- 
ing machine. The truth is we can’t run 
one. We do not even keep a_ personal 
budget. We have no idea whatever what 
becomes of our money. 

“Tt is true that we do our writing in a 
district where people insist that two and 
two make four. Their insistence is due 
to the fact that if they adopt any other 
theory the sheriff will be along shortly 
thereafter. That circumstance, we insist, 
should not lay us open to the charge of 
being Scrooge with our guard down for the 
moment. We hope this will set the record 
straight—although we doubt 1t.” 
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STIFF ANTI-TRUST PENALTIES? 


HE Supreme Court is being asked this 

term to crack down harder on violators 
of the anti-trust laws. Specifically, the 
trust-busters are crowding the Court to 
give them wide use of two very stiff 
penalties. 

One penalty is called divestiture. In a 
big case against the leaders of the motion 
picture industry, the government wants 
the Court to order the producers of pic- 
tures to get out of the exhibiting end of 
the business. This penalty has been eyed 
suspiciously by the Court, in previous 
cases, as being too drastic, but there is 
room for a shift to it as the best way to 
police some industries against continuing 
restraints of trade. 

The other penalty involves curtailment 
of patent rights, which may take place 
in two ways. One is illustrated by the 
International Salt Co. case, already de- 
cided this term. This company leased to 
other companies a patented machine, re- 
quiring the users to buy from the company 
the raw materials used in the machine. 
But the raw materials were not patented, 
so the Court unanimously struck the re- 
strictive contract down. This reaffirmed 
a line of decisions to the effect that patent 
owners cannot extend the legal monopoly 
over their patents to things not covered 
by the patents. 

The other type of patent case comes 
up when a patent owner fixes the selling 
price on the patented article itself. In 
1926 the Court upheld such a practice in 
the electrical industry, but it has since 
chipped several big pieces away from that 
ruling and the government is now trying 
to get a flat reversal of the precedent. If 
the Court goes along, it will be illegal to 
write into patent license agreements almost 
any mention of resale prices. 

But even more of a stinger is the fact 
that the government wants the patents in 
such cases thrown open to anyone who 
wants to use them—on a royalty-free 
basis. The Court keeps flirting with this 
form of penalty and will almost certainly 
go for it eventually. 
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IVIONEY circulating in the 
U. §. totals about 28 billion dollars, but the 
government knows where only 11 billion of it is. 
The rest is hoarded, held by foreigners who dis- 
trust their own currency or by gamblers and 
persons hoping to evade income taxes. 


A NEW machine for 
wrapping oranges and other citrus fruits 
covers the fruit with a transparent heat- 
sealed, skin-tight film and virtually elimi- 
nates shrinkage through loss of moisture. 
It can cover 500 oranges a minute. 


TWENTY-FIVE million 
Americans have chronic diseases which cost the 
nation almost a billion work-days a year. And 
kill nearly a million persons a year. 


SY MANUAL to _ help 
smaller communities attract industry and 
commerce has been prepared by the In- 
dustrial Development Division of the Ten- 
nessee State Planning Commission. En- 
titled Partners, it can be obtained from the 
commission, Nashville 3, Tenn., at $1 a copy. 


FROYALTY-FREE patents 
held by the U.S. on refining of minerals, meas- 
urement of gases and explosives and more than 
30 other processes now are available to public 
and private industries through free licensing by 
the Interior Department. For details write 
the department’s Solicitor. 


APPROXIMATELY 
5600 women are employed as executives in 
U. S. banks, according to the Association 
of Bank Women. 


FLOW to make profit from 
a small woodlot is the subject of a new book 
published by the American Forestry Associa- 
tion, Washington, D. C., $1 a copy. It details 
the production of pulpwood, ties, sawlogs and 
poles for market or home use. 


A SO-CALLED “‘peo- 


ple’s car,” containing less than half the parts 
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of conventional automobiles and capable of 
running 45 miles on a gallon of gasoline, is 
being road-tested in Australia. 


©)F ABOUT 31,000 persons 
in Hollywood motion picture production, 29 
percent identified themselves as executives in 
a recent survey. 


S3OME 458 million acres 
in the U. S. still are held in the public 
domain—about a quarter of the nation’s land 
area. Littie of it is worth farming and that 
only by costly irrigation, drainage and road- 
building. That’s why the pioneers passed 
it by. 


SEATS and insects will cost 
farmers at least a billion dollars this year. 
The pests will eat one out of every 10 bushels 
of grain produced in the U.S., and the reason 


is that few farm grananies are pest-proof. 


‘MULTI-PURPOSE 
food made from soy beans, which costs 
about 3 cents per meal, has been developed 
by the California Institute of Technology. 
Two ounces of the food provides the nutri- 
tive equivalent of a quarter-pound of beef, 
a glass of milk and an average serving of 
green peas and potatoes. 


UNE-FOURTH of all the 
municipal employes in the U. 8. work for the 
five cities having populations of more than 
1 milion—New York, Chicago, Philadelphia, 
Los Angeles and Detroit. 


ELONUSES for World 
War II veterans totaling more than 1 
billion dollars have been authorized by nine 
states. Maine is the only state in which the 
voters rejected a bonus plan approved by 
the legislature. 


* HE San _ Francisco-Oak- 
land Bay Bridge toll revenues are sufficient not 
only to service and retire its $38,708,000 out- 
standing bonded indebtedness but also to carry 
an additional 100-million-dollar bond issue to 
build a second bridge. 


* LY ASH from _ indus- 
trial and public utility smokestacks and slag 
from the bottom of furnaces which burn 
powdered coal—both hitherto useless—now 
can be made into building bricks. The proc- 
ess was developed at the New Jersey state 
ceramics station. 
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ann NOW AC G-4Gf> DEPARTMENT STORE 


‘“Co-ops and Competition,’’ in last November's issue of this magazine, 
pointed out that U. S. co-operatives, whose membership runs into many 
millions, handle more than 8 billion dollars worth of business a year in 


almost all lines, from supermarkets to insurance. 


Co-ops therefore are a 


business force to be reckoned with. Even if Congress changes the tax pro- 
visions under which they operate, co-ops probably will stay in business 
vigorously. So it 1s important for businessmen to keep informed about 


them. 


The following article tells of a significant development on the 


co-op merchandising front—perhaps the most significant one thus far. 





OES Oe RNR eae! PEE Ee 


$500,000 co-op department store is 
to open in March in a Washington, 
D. C., suburb. 

But this will be more than just another 
department store, more than just an- 
other co-op. The reason is that this store 
promises to unite the co-op spirit with 
big-time retailing savvy. 

So here is a development which under- 
scores the fact that other merchants face 
more and more competition from co-ops. 

The new store, to be located in a north- 
ern Virginia shopping center called 
Shirlington, is the first link in a projected 
chain of 10 or more such stores. A 
second store will be opened in Providence, 
R. I., later this year. A third one is 
scheduled for Irvington, N. J., next year. 
If these are successful, others are expected 
to open in many parts of the country 
within the next three years. 

The new store is owned by the E. A. 
Filene Co-operative of Va., Inc. Note the 
name. Filene, who died in 1937, was a 
Boston department store merchant. He 
was one of the great U. S. merchandising 
geniuses. He believed people paid too 
much for goods, so he endowed an organi- 
zation called Consumers Distribution 
Corp. to finance new co-ops and give them 
management service. This corporation, 
which is powered by Filene money and 
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steeped in Filene know-how, is behind the 


new co-op. Never before has a co-op 
had the benefit of such know-how. 

What does this mean for other mer- 
chants? How formidable will this new 
store, and its sister stores, be? A good 
way to get some answers is to report what 
is in the minds of people who have joined 
the new Virginia co-op, who expect to trade 
there, and who will make it go—if it goes. 

Most significant for other businessmen 
is the basic attitude of most co-op mem- 
bers. They regard the co-operative move- 
ment as “a way of life,” a superior form 
of economic organization that preserves 
individual free enterprise but gets rid of 
what they consider excess “profiteering.” 
One housewife member says: ‘Co-ops are 
founded on the Golden Rule. They can be 
the basis for world peace.” A man who 
works in Washington and lives near 
Shirlington says: “I like the good neighbor 
idea in co-ops. I’m joining because I 
want to have a hand in that movement.” 

These people expect to get a spiritual 
uplift and a kindlier community out of 
the new co-op. They get a sense of par- 
ticipation out of talking about “our” store 
with other neighbor members. And “our” 
store—a handsome, 52,000-square-foot air- 
conditioned establishment—‘isn’t owned 
by some rich fellows in New York or 
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Chicago.” It is owned, just as firmly as 
Henry Ford owned his company, by “us 
right here.” 

Thus many people look upon the store 
as a community project—almost as a civic 
enterprise. Because they believe it is 
‘ours,’ and because they own stock in it, 
they probably will buy as many things 


store Manager gets about $15,000 a year 
plus a bonus on The furniture 
buyer, hired away from another firm, 
gets $7500 and a chance to become a fur- 
niture buyer for a chain. 
Expected ownership benefits. 
mon stock in the store ($300,000 worth) 
is being sold to customers at $50 a share, 


sales, 


Com- 


as they can at this store. 
But the members of 
the new co-op store ex- 
pect more than intangi- 
ble returns. They are 
looking forward to cer- 
tain material benefits. 
Some of these are: 
Expected chain store 
advantages. Members 
are sure in their own 
minds that they will 
get from the new co- 
op greater selection of 
goods at lower prices, 
better service and man- 
agement, than they now 
get from the average in- 





HOW THE FILENE FOUNDATION WORKS 


Edward A. Filene was co-founder 
of William Filene Sons Co., Boston 
department store which made him a 
millionaire. Filene wanted to help 
people help themselves so he: 

& Endowed a 1'4-million-dollar Filene 
Good Will Fund, Inc., to study the 
causes and cure of poverty. The Fund 
has no connection with the present 
3oston store. 

& Endowed the Consumer Distribu- 
tion Corp. to help credit unions and 
co-ops get started. 

C.D.C. works like this: 

& It has a 1-million-dollar revolving 
fund which is used to furnish initial 
finaneing to co-ops. 

& CDC. also supplies management 
supervision through its experienced 
directors and trained personnel. 


with a limit of 20 shares 
per purchaser. This 
stock will pay a fixed 
dividend of 5 percent, if 
earned. Nobody will get 
rich on the _ limited 
amount of stock pur- 
chasable by an individ- 
ual, but members regard 
the return as good. 
Moreover, members are 
safeguarded against loss. 
If the co-op 
sets will be lhquidated. 
The C.D.C. (which will 
hold $200,000 of 
ferred stock until the co- 
op redeems it) is to buy 


folds, as- 


pre- 





& As 
warrant the 


dependent (non-chain) soon as 


department store. Re- 
member that part of the 
idea of the new Virginia 
store 1s that it will be a 
member of a 10-cr-more- 
unit chain. This ar- 
rangement 1s supposed to 


preferred stock 
common stock 
tomer-investors 


business 
change, 
completely out of the picture. Th 
transformed into 


who then 
about renewing the management con- 
tracts with C.D.C. 
& CD.C. repeats 
launching another co-op. 


the procedure by 


conditions 
C.D.C. gets 


back the common stock 
at par value. 

But members are look- 
ing for their major bene- 
fits from the store’s pat- 
ronage refunds. Surplus 
earnings, minus dividend 
payments, are to be pro- 


is sold to cus- 
decide 





make possible big-scale 
purchasing at lower costs. 

Moreover, the supervision of the store 
will be in the hands of executives who 
have experience as well as zeal. Lester 
G. Ott, general manager of the parent 
Consumer Distribution Corp., has had 23 
vears’ experience in Grant and Whelan 
Albert L. Haas, C.D.C.’s 


came 


chain stores. 
general merchandising manager, 
from Sears, Roebuck and Schulte cigar 
stores. The C.D.C. board of directors in- 
cludes merchants, businessmen, a patent 
lawyer and an economist. 

The Shirlington store hires brains and 
doesn’t shy at paying well for them. The 
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rated among buyers on 
the basis of how much each buyer spends at 
the store. This kick-back is calculated to 
be about 4 percent—an estimate which 
may have to be lowered. Stock-owners get 
this money in cash. Non-owner customers 
get credit slips which can be converted into 
stock only. Current high prices add con- 
siderably to the expectation of profit shar- 
ing which the co-op holds forth. 
Expected special treatment. Mem- 
bers of the new co-op assert that they are 
going to get an extra measure of service 
and a more accurate presentation of mer- 
chandise than they get from conventional 
stores. This belief, whether warranted or 
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not, is very strong among the members. 

As soon as the Shirlington site was 
chosen, the store’s management Bb? gan ask- 
ing the neighbors what goods to stock. 
This inquiry was conducted by a large 
check-sheet which was sent to 15,000 fami- 
lies within a three-mile radius. 

Sample questions: “Which of these 
price ranges will interest you for spring 
dresses?” (Seven prices listed.) ‘Which 
of the following dinnerware patterns do 
you prefer?” (Four patterns listed.) The 
check-list idea went over big in and 
around Shirlington not because it was 
new (it wasn’t) but because people felt 
it was a genuine effort at preference-tak- 
ing. Shirlington residents say they mean 
to make the most of this system. 

Members of the new store do not deny 
that there will be some second-class goods 
offered for sale. Actually, the store’s 
purchasing agents have stated that com- 
petitive buying often requires the picking 
up of some shoddy goods. But these goods, 
say the purchasing agents, are to be offered 
to customers only for what they are. 

These benefits which members of the 
new store expect to get may or may not 
materialize. But many regular merchants 
in the Shirlington area are frankly uneasy. 
Small, independent shop owners, tradi- 
tionally hostile toward chains, are hoping 
that the co-op will compete directly only 
with other department-type stores. These 
smaller retailers think that people who 
buy shoes from a shoe store and suits 
from a clothier presumably will continue 
to do so. But department-type stores ex- 
pect a hot battle from the co-op. One de- 
partment store manager says that he would 
have stayed out of Shirlington if he had 
known that the Filene-conceived store 
was coming in. 

On the other hand, some merchant-rivals 
of the new store reason along these lines: 
& We'll just have to meet the extra com- 
petition by extra effort in salesmanship 
and service. 

& We have the customers and the co-op 
still has them to get. 
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NEW FARM CHIEF TAKES OVER 


ERE is a look at Allan B. Kline, just 

elected successor to Edward A. O’Neal 

as president of the American Farm Bureau 

Federation. The Farm Bureau is the most 
powertul U.S. farm organization. 

At 52 Kline has risen through the ranks 
of Farm Bureau leadership. As president 
for four years of the lowa Farm Bureau, 
the second largest state unit, Kline built 
up a progressive staff and became known 
as a good administrator. 

Kline’s Republican label made him a 
natural to sueceed the aging O’Neal, an 
Alabama Democrat who became president 
in 1931. But where O’Neal was a jovial 
leader from the southern planter economy, 
Kline is a quiet, earnest farmer of more 
central geographic interests. His selection 
is not expected to end the power of south- 
ern agriculture in the Farm Bureau, but 
will temper that pressure. 

Like O’Neal, Kline sees the advantage 
of big world trade, but Kline’s concern 
about international affairs is even deeper. 
He visited Europe several times during 
and after the war, and last year he 
arranged for 20 of his fellow Iowa farmers 
to go abroad and “see for themselves.” 
He is pushing the Marshall plan. 

The farm chief’s private interests are 
a tip-off to the broad gauge of his public 
interests. He plays a sharp game of ten- 
nis, studies music and plays a good game 
of bridge. He holds two college degrees, 
one in agriculture. 

A tall, well-built man, Kline looks like a 
worker from his bushy dark eyebrows 
down to his big hands. He is friendly, 
though not a back-slapper. 

Kline regards himself as a public trustee 
rather than as a spokesman for pro-farmer 
demands. He is active in the National 
Planning Association, both on the govern- 
ing board and as a member of its agricul- 
ture committee. 

Kline’s ability to appreciate more than 
one side of public questions is counted on 
to bring the Farm Bureau a little closer 
to the other farm organizations, to cut 
down on the back-biting among rival lead- 
ers In recent years. 

There probably will be no immediate 
major changes in the conservative Farm 
Bureau policy as a result of Kline’s elec- 
tion. Neither Kline nor his organization 
is geared for radical changes. But Kline 
is expected eventually to direct the influ- 
ence of his group into broader channels. 
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CLASSROOM FOR LABOR PEACE 





Union and management people learn each other’s problems and techniques 
studying together in the Industrial and Labor Relations School at Cornell 


a Sew : 1 KAR DEO ae Dee Geb) a OP toe ate ae 





OLLEGES are briskly invading the 

field of labor and industrial rela- 
tions, on the theory that the problems of 
labor and management can be taught like 
the problems of engineering. If they are 
right, both labor and management may 
benefit from a barracks-like school at 
Cornell University in Ithaca, N. Y. 

It is the New York State School of In- 
dustrial and Labor Relations, one of the 
first to offer a four-year course of study in 
industrial problems as part of an academic 
education. It is on an equal footing with 
Cornell’s schools of law and engineering. 

The school is at the head of an accelerat- 
ing trend. Nearly a hundred universities 
and colleges now offer industrial relations 
studies of one sort or another. Several 
have founded complete schools, depart- 
ments or sections devoted to labor and 
management studies. Some of these re- 
quire practical work in industry as part 
of the academic course. 

Practical outside work is one of the basic 
ideas behind the Cornell school, which 
was fathered by Senator Irving M. Ives 
of New York, now one of the key Republi- 
cans in congressional labor matters. An- 
other basic idea is that students with union 
leanings and students who aspire to man- 
agement careers should study together in 
both classroom and factory. 

So both groups are studying corporation 
finance on the one hand and union organi- 
zation on the other. Both groups also get 
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“work-training” in industrial relations. 

Last summer undergraduates worked in 
41 industries and businesses, eight labor 
unions and various government agencies. 
In one case, by happy chance, three stu- 
dent-workers were in charge of wage-hour 
contract negotiations in a Binghamton, 
N. Y., plant—one for a union, one for man- 
agement, one for government. An agree- 
ment was reached and a contract signed 
a joyous publicity break for the school. 

Now two years old, the school has 283 
undergraduates including 28 women, and 
20 graduate students. 

The course for the first two years pro- 
vides mainly what any college of arts and 
sciences offers—language, mathematics, 
history, sciences, ete. There are also intro- 
ductory courses in industrial and labor 
relations, labor economics and related sub- 








jects. 

The last two years include courses in 
business organization and management, 
union organization, corporation finance, 
collective bargaining, personnel manage- 
ment, public relations, welfare legislation. 

Tied in to these studies is the work- 
training program, requiring 30 weeks of 
off-campus work. It is planned this way: 

In the first summer vacation the stu- 
dent must find a job in industry or gov- 
ernment. Next summer the school gets 
him a job with a labor organization or 
with management. The final summer he 
is switched—if during the second summer 
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he worked on the labor side, now he must 
work with management. 

A vital part of the school’s work is its 
extension program, under which classes 
and lectures are provided in New York 
cities and towns in response to requests 
from unions, civic bodies, industries. 

Programs already have been provided, 
for example, in Buffalo, Auburn, Albany, 
Glens Falls, Utica, Binghamton, Johnson 
City and Endicott. The classes are free 
—and without academic credit. 

In both campus and extension programs, 
the school stresses its research and infor- 
mation facilities. Specific requests for 
information from labor, management and 
government are handled by researchers, 
who also tackle long-range projects based 
on suggestions from the same sources. 
The school has a quarterly magazine, The 
Industrial and Labor Relations Review. 


LL these facilities and methods are 

founded on basic concepts already 
laid down when the school got under way 
in November 1945. The concepts had been 
stated by New York’s Joint Legislative 
Committee on Industrial and Labor Con- 
ditions, which under Ives’ chairmanship 
initiated both the school and the State 
Department of Commerce. 

Senator Ives, then majority leader of 
the New York Assembly, became the first 
Dean. When he went to the U. 8S. Senate 
he was succeeded by Dr. Martin P. Cath- 
erwood, former Cornell professor, former 
state Commissioner of Commerce, former 
chairman of the State Planning Council. 

Catherwood says the school is criticized 
by extremists on both sides: left-wingers 
think it’s a labor-baiting project, right- 
wingers think it’s full of reds. To the 
Dean this means it is holding to the pre- 
scribed middle course. 

The school also is criticized for teaching 
the methods of government intervention 
in labor disputes, and even for teaching 
the techniques of collective bargaining. 

The standard answer to this criticism is 
that the school aims to teach labor rela- 


KIPLINGER MAGAZINE, February 1948 


tions as they are. The government does 
intervene, especially as mediator and con- 
ciliator; management and labor do bar- 
gain collectively; therefore the courses 
cover these matters. 

There are other objections, mostly from 
critics of all joint labor-management edu- 
cation programs. Three of them, and the 
rebuttals, are: 

AGAINST—that workers and manage- 
ment have different needs and each should 
study its own. . . . FOR—that labor and 
management must learn each other’s needs 
and how to work together. 

AGAINST—\that workers and manage- 
ment have different interests .. . FOR— 
that their interests are basically the same. 

AGAINST—that the educational back- 
grounds of labor and management stu- 
dents are different, and so they hinder 
each other by studying together .. . FOR 
—that each group stimulates the other. 

Whatever the value of these objections 
may be, the Cornell school has four times 
as many student applications as it can 
handle. And since it is state-supported 
(current appropriation: $425,000), only 15 
percent of the enrollment may come from 
outside the state. Residents of New York 
State come in tuition free; outsiders pay 
$300 yearly. 

Last June, 11 students who had prior 
college schooling were graduated with the 
degree of B.S. Two received Master’s de- 
grees. Soon one became a field examiner 
for the NLRB; another went with the in- 
dustrial relations division of a Wiscon- 
sin steel company; one went with General 
Electric in Schenectady ; another to a Mas- 
sachusetts shoe company. Three are go- 
ing to law school. 

These graduates may be indicators of 
what’s ahead, although the school is too 
young for any final judgment. 

There are two other major indicators: 
the students are serious and industrious 
people with a purpose, and the faculty is 
energetic and enthusiastic. If academic 
education can improve labor relations, the 
Cornell school could prove it. 
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Research and mechanization promise cheaper sugar 


HEAPER sugar for about 145 million users 

and larger incomes for 65,000 sugar grow- 
ers are expected from the revolution under way 
in the beet sugar fields of the West. The 
formula is intensive research and development 
applied to an industry which has long been 
supported by government subsidy, tariffs and 
import quotas. The job should be about done 
in five years, by which time costs of produc- 
tion may be down by one-half. 

The barrier to lower costs has always been 
the great amount of tedious hand labor neces- 
sary for cultivating and harvesting beets. 
Mechanization of the harvest, which was slow 
in coming, is now well on its way. Since the 
middle of the war the number of mechanical 
beet harvesters in use has roughly doubled each 
year, held back only by the rate of their manu- 
facture. Early figures indicate that machines 
can cut harvesting costs by one-half. 

To cut cultivation costs drastically it is neces- 
sary to get around each beet seed’s habit of 
sending up an unpredictable number of plants. 
In the past, this perversity was overcome only 
by “stoop labor,” going slowly down the rows 
to thin out the unwanted plants. 

The revolution in cultivation started with 
a change in the sex life of the beet. About the 


UMT: An economic and 


HERE are economic as well as mathe- 

matical considerations governing congres- 
sional thinking on universal military training. 
These economic facts may even prevent pas- 
sage of a UMT bill. 

In a period of full employment, for example, 
the withdrawal of 900,000 eighteen-year-olds 
from the nation’s labor pool, even for six 
months at a time as contemplated by the 
UMT bill now pending in the House, would 
be definitely inflationary. When labor is 
scarce wages tend to remain high, or go higher. 

Moreover, the program would cost an esti- 
mated 134 billion dollars annually—which 
would be additional to the regular cost of 
national defense. Even if this expense did not 
result in higher taxes, it would at least be a 
deterrent to tax reduction. 

There are other hard facts, however, which 
are equally inescapable and which, unless the 
international situation improves materially, 
may well offset the disadvantages. 

Chief among these is that the armed forces 
want approximately 540,000 new enlistments 
annually, the largest portion of which must 
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time of Pearl Harbor scientists finally succeeded 
in breaking up the seed balls into separate 
germs or into segments containing a few germs. 

Segmented seed is already used on about 
three-fourths of all beet land and is being per- 
fected constantly. By coating the tiny pieces 
with fungicide, fertilizer and graphite a “pellet” 
has been produced that looks like a vitamin 
pill and works about the same way. Besides, 
pellets are so uniform in shape that they can 
be planted by machine at even spaces, making 
possible more machine cultivation. 

The man responsible for sparking this recent 
development work is P. B. Smith, manager of 
the Beet Sugar Development Foundation, at 
Fort Collins, Colo. This joint enterprise of 24 
sugar manufacturers collects and distributes in- 
formation from all sources so that nothing new 
is lost to the industry. 

Smith thinks that mechanization will put 
American beets into price competition with 
their cheapest rival, Cuban cane sugar. He is 
confident that the new developments will cause 
beet acreage to more than double. Just how 
much of the increased efficiency will be passed 
on as savings to sugar users is in doubt, but the 
revolution has to take place before the industry 
ean even talk price cuts. 


mathematical headache 


come trom the I1S-vear-old group. Best esti- 
mates are that about 1,200,000 Americans 
reach the age of 18 each year, of whom some 
200,000 are unfit for military service. This 
means that one out of two or three of those 
who are fit must join the regular Army, Navy 
or Air Force if the services are to get the man- 
power they say they need. 

Proponents of universal military training say 
that such a large percentage of the 18-year- 
olds cannot be expected to enlist voluntarily. 
Furthermore, the various reserve components 
want close to 3 million men, preferably be- 
tween the ages of 18 and 26. There are 7 
million qualified men in this age group. Thus, 
roughly half the able-bodied men in that age 
eroup must go into either the regular services 
or the reserves. 

“Even allowing for a wide margin of error,” 
says Chairman Andrews of the House Armed 
Services Committee, “these figures point out 
with far greater force than words that the U.S. 
cannot hope to maintain the necessary armed 
force without recourse to some system of uni- 
versal compuision.” 
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Wanted at Small Salaries 


MEN TO RUN THE GOVERNMENT 


TP YE 37-billion-dollar U.S. Government, 

biggest business in the world, is facing 
a grave internal problem: the loss of top- 
flight personnel. Key executives and ad- 
ministrators, important professional and 
technical men are leaving in alarming 
numbers, because the government does not 
pay them enough. 

This exodus, aggravated by the constant 
shifting of political tides, threatens to 
consign the running of the government to 
mediocrities. The departure of men who 
know the ropes also upsets smooth con- 
tinuity, so essential in day-to-day opera- 
tions of government. 

Billions of dollars of the taxpayers’ 
money are handled by men who work for 
$10,000—or less—a year. Even cabinet 
members get only $15,000, for duties that 
in private industry might call for $100,000. 

vain is taking a 
look at federal salaries and later 
this year may approve a “cost-of- 
living’ increase for Civil Service 
employes. But no radic«! increases 
are in sight. The top Civi! Service 
salary is now $10,000. It will stay 
near that figure. Appointive positions in 
the executive branch carry higher salaries, 
individually specified by law. ‘These posi- 
tions are now being surveyed for Con- 
gress, but here, too, there is little prospect 
for radical salary rises. 


Congress once ag 


As a practical matter, government can- 
not and should not match the top salaries 
paid to some executives by private indus- 
try. What is required is to narrow the 
existing wide difference. A few thousand 
dollars added to a top government job 
will greatly increase the chance of getting 
a high-quality man who can afford to be 
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interested in that job. The prestige of the 
job will take up the rest of the slack, but 
it is unrealistic to expect prestige to be an 
almost complete substitute for money. 

One statistician estimates that all 
executive salaries above the $10,000 Civil 
Service ceiling could be raised substan- 
tially at a cost of no more than 1 or 2 
million dollars. Such an _ expenditure 
would be only a drop out of the federal 
budget. 

The nature of the responsibilities that a 
government cabinet officer carries for 
$15,000 a year is demonstrated by the 
Secretary of the Interior. The secretary 
is boss of 47,000 employes. He supervises 
a budget of more than 200 million dollars 
a year. He has charge of a public domain 
of some 7 million acres. In industry, an 
executive with any comparable job would 
be regarded as a giant in his field. 
The present secretary, J. A. Krug, 
reportedly turned down a $75,000- 
a-year job to take his cabinet job. 
He says he has always been inter- 
ested in a government career, but 
had to take time off to earn money 
as a consulting engineer to be able to afford 
his ambition. 

Then there is the lifelong career-man 
like 52-year-old Edward F. Bartelt, 
Fiscal Assistant Secretary of the Treasury. 
Bartelt’s salary is $10,000 a year. His 
responsibilities include running the Bureau 
of Accounts, the Bureau of the Public 
Debt, and the Office of the Ireasurer of 
the U.S. Bartelt has been jn the govern- 
ment for 30 years. His salary can’t go 
any higher under present legislation. 

The basic requirements for a government 
administrative officer ($7102 to $10,600) 
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are at least six years of extensive and 
significant experience of a “progressively 
responsible character.” Then, for the 
highest salary, the applicant must show 
that “‘his experience has prepared him to 
act as the head of an overall staff pro- 
gram for the largest federal agencies, as 
the head of a large and complex federal 
bureau or office, or as the executive director 
or administrative officer of a _ federal 
agency.” 

Thus, during the war, one man, for 
$9000, directed the Maritime Commis- 
sion’s East Coast shipbuilding program. 
He was in charge of construction in 28 
shipyards from Maine to Georgia. Nearly 
2000 vessels were turned out. When the 
last shot was fired he was gobbled up by 
private industry for twice his government 
salary. 

There is, of course, another side to the 
problem. You can’t be sure of getting and 
holding good people merely by raising 
salaries. The wrong people may get the 
raises. Government is loaded down with 
run-of-the-mill time-servers who have ac- 
quired seniority over the years and who 
are canny in the ways of Civil Service. 
Many a Washington administrator tears 


his hair over people who are already mak- 
ing $5600 and wouldn’t be worth $3600 
anywhere else. Salary increases. will 
merely induce existing mediocrities to dig 
in deeper and will attract other medi- 
ocrities, too. 

Advocates of higher federal salaries are 
aware of these evils that will follow any 
increases, but believe that the good will 
outweigh the evils. Many observers are 
concerned less with Civil Service workers 
than with those who are responsible for the 
management of the government. Senators 
Flanders and Baldwin, for example, are 
sponsoring a bill which would raise a cabi- 
net member’s salary to $20,000. It would 
give under secretaries, the Solicitor Gen- 
eral, and the Assistant to the Attorney 
General $17,500. Assistant secretaries, the 
Assistant Attorney General, and the As- 
sistant Postmaster General would get 
$15,000. 

By the time Congress gets around to it, 
this piece of proposed legislation will have 
been considerably expanded. But it is 
doubtful that top government salaries will 
be raised materially. The mood of Con- 
gress is “economy.” Meanwhile, the 
exodus of top-flight talent continues. 





> Daniel W. Bell, who spent 34 


Ce 

Redes years in the Treasury Department, 
, and finally became Under Secretary. 
» ee He got $10,000 a year. Now he’s 
: president of the American Security 


THEY LEFT 
TO MAKE 
MORE MONEY 
ELSEWHERE 











and Trust Company in Washing- 
ton: salary, $35,000. 

& Dean Acheson, who was Under 
Secretary of State. Salary, $12,000. 
He’s now in private law practice, 
and other lawyers believe his firm is 
worth $100,000 a year. 

& Paul Porter, who was the first 
man to head the rent control division 
of OPA, then became chairman 
of the Federal Communications 
Commission and returned for a brief 
time as Administrator of OPA, never 
making more than $12,000. He’s 
now with a law firm which includes 
former Judge Thurman Arnold and 


former Under Secretary of the In- 
terior Abe Fortas. The firm is one 
of the most successful in Washing- 
ton. 

& Charles R. Denny, young (35) 
lawyer who became chairman of the 
Federal Communications Commis- 
sion after Porter left. He told Presi- 
dent Truman that “from a financial 
standpoint it is not possible for me 
to remain longer in government serv- 
ice.” He became counsel for the Na- 
tional Broadcasting Co. at $25,000. 
& James J. Caffrey, who recently 
resigned as chairman of the Securi- 
ties and Exchange Commission 
($10,000 a year) because of “family 
responsibilities which I can no longer 
ignore.” Caffrey had been with SEC 
for 12 years. He has now joined a 


New York law firm. 
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WHAT ARE YOU 
REALLY WORTH? 





The tendency of farmers and business- 
men to go heavily into debt in the present 
inflation, and run the risk of having to pay 
off later in deflated dollars, 1s deplored by 
O. L. Smith, secretary-treasurer of the 
Winter Garden Production Credit Asso- 
ciation in Crystal City, Texas. To any- 
one who faces the problem of borrowing 
in today’s wnflated market, Mr. Smith’s 
observations should be a sound caution: 








“"r. reviewing applications for loans and 
comparing current financial state- 
ments of members with those submitted in 
previous years, we find the tendency is 
toward an increase in liabilities and a de- 
crease in normal net worth. 

“Members who owed $15,000 five years 
ago now show an indebtedness of as much 
as $35,000 and think nothing of it. If it 
is a short-term obligation that he will be 
able to retire with present day dollars he 
may not be in much danger, but if the 
obligation is one that will not be paid 
within a 10 year period, money may not be 
so easy to obtain in 1957 as it 1s today. 

“Does anyone ever think about 1937 
any more? That was only a few years back 
and most of us thought times were pretty 
good then after the depression days of 
33 and 734. 

“Now this matter of NORMAL net 
worth is something that slips up on many 
of us and gives us a dirty dig in a tender 
spot right when we think everything is 
going along fine. 

“To begin with, there are two kinds of 
net worth. 

“The net worth that most of us pay 
attention to and brag about is that one 
showing how much money we would have 
if we were to sell all our property at what 
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we would like to get for it. For instance, 
there is the man who says: ‘My ranch 
land is worth $35 per acre and I would not 
take a cent less for it. My Brahma cows 
are worth $150 per head and if I cannot 
get that for them I will keep them. I 
know I could not sell that horse for more 
than $60 but he is worth $125 to me.’ 

“Well, if he can sell for such prices he 
may have anywhere from $25,000 to 
$50,000 left these days or perhaps even 
more. Why argue about a little matter 
of $25,000? 

“But the trouble is that most of us do 
not sell. We stay in the cattle or the 
farming business and our cows grow old 
and our tractors wear out. 

“Now NORMAL net worth—the kind 
of net worth that we do not like to think 
about, is the kind that shows how much 
cash we would have if livestock and real 
estate values should drop back to where 
they were in 1937—normal times we say 
—and that is where we get a jolt. At 
least once each year a person should sit 
down and value what he has at 1937 
prices—then add up the totals and de- 
duct what he owes today and he will find 
out where he really is. 

“But he should never start such a job 
after supper because what he learns will 
certainly disturb his sleep that night. 
Now your setup may show an increase 
and that is fine if it does, but there are 
people—quite a few—over in the next 
county, of course, whose NORMAL net 
worth has not increased in the past 10 
years. 

“A lot of us are not making much real 
progress—we are only dealing in larger 
figures. 

“The solution for such a situation is to 
get out of debt as quickly as possible or 
to at least reduce it to where you will be 
secure even in hard times. We cannot 
control prices of farm products, of cattle 
or land, but all of us can hold our debts 
down to a minimum and get our business in 
shape to survive either a depression or 
a boom.” 
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CAN 


advertisin g 
DELIVER ? 


ee -——— 


Both sellers and users are concerned 
over advertising’s function in business 


HE advertising business is a 3-billion- 

dollar giant which very much wants 
to pull its full weight in the national 
economy and get its full share of the 
national income. Advertising knows it is 
not doing either at the moment. Since 
V-J day it has been operating on about 
two-thirds of its potential, on the basis 
of widely accepted standards. Advertis- 
ing men are trying to find out what’s gone 
wrong and how to correct the trend. 

Dollarwise everything looks dandy—on 
the surface. Last vear the advertising 
business took in 3 billion, 300 million dol- 
lars (estimated), more than ever before 
in its history. Moreover, these profits 
were shared by more people than ever 
before. The American Association of Ad- 
vertising Agencies (the four A’s) reports 
that its membership has increased 20 per- 
cent since the end of war, and that nearly 
every member company has taken on ad- 
ditional employes. 

But the advertising business is nothing 
if not self-critical. There is no disposition 
to lean complacently on the dollar mark 
itself. Men who head the big agencies or 
who hold high posts in the trade associa- 
tions have an unhappy suspicion that their 
profession is at least partially dead-head- 
ing its ride on the dreamboat of post-war 
prosperity. 

This, if true, would be an unusual situa- 
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tion. Advertising men know from many 
past studies that their business has 
always been a driving force in good times 
and a brake on bad times. The advertis- 
ing business seldom coasts. But that 
seems to be happening now. 

A normal ratio between what the 
country pays for advertising and what 
the country pays for all purchased goods 
is 3 cents on the dollar. This 3 percent 
figure prevailed throughout the long 
boom-and-bust period between the two 
world wars. But today that figure is 
down below 2 percent. In other words, 
advertising income has not kept pace 
with national income. The 3-billion- 
300-million-dollar income looks big. But 

advertising men say that it ought to be 
closer to 5 billion dollars. 

That isn’t the whole story either. People 
who buy advertising services have a major 
complaint. They’re saying that the adver- 
tising dollar has too much “water” in it 
these days. They make these specific 
criticisms. 

& Advertising production costs, as sepa- 
rate from advertising space-buying costs, 
are out of kilter. According to one good 
source, the advertising dollar used to break 
down to 90 cents for space and 10 cents for 
production. Today it breaks down to 75 
cents and 25 cents for the same items. 
This simply means that the advertiser who 
spends a dollar gets less that he can look 
at and more that he has to take on faith. 
& The traditional media for advertising 
are getting more costly and less effective. 
People who advertise believe that swollen 
circulation of newspapers and magazines 
means that these publications are now 
read by many persons who do not pay 
their share of advertising costs. 

& Advertising copy is not sales-minded 
enough to suit advertisers. They admi' 
that wartime advertising did a good job 
in line-holding and goodwill. They were 
inclined to be patient during the early 
post-war period. But now they are de- 
manding copy and promotion that are 
designed to sell goods—-even if not many 
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goods are for sale. With break-even 
points high and demand ahead of produc- 
tion, they say that advertising must justify 
itself or be curtailed. 

In the face of these and their own criti- 
cisms, advertising men are doing some 
soul-searching. Many firms are making 
individual studies into the problems. The 
four A’s has a definite four-point program 
currently under way: Intensified research 
into readership and marketing; check-up 
on the profession’s ethics; examination 
system by which to steer bright young 
people into advertising; full-scale public 
relations. 

These concerted efforts to examine ad- 
vertising and correct its fau!ts are expected 
to result in the following developments 
during the year ahead: 

Advertising will be emphasized as a 
tool of management rather than as sim- 
ply a tool of sales. Advertising men are 
out to sell this idea to business. They 
insist that businesses still regard 
their advertising manager as a minor offi- 
cial and that he ought to be a member of 
the top staff. An advertising manager in 
such a top position would convince man- 
agement of the related point that adver- 
tising men are trying to put over. Adver- 
tising, they say, is ALL the things done to 
stimulate business. They want the oppor- 
tunity to work out an overall strategy in 
which packaging, demonstration, exhibits, 
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sales training, technical advice and adver- 
tising copy all have a place. 
Advertising media will be re-ap- 
praised. Advertising men freely admit 
that traditional ways of choosing advertis- 
ing vehicles are due for a shakedown. 
Mass circulation has changed the nature 
of many publications. Population shifts 
to the cities have altered newspaper reader- 


ship. A still more significant shift has 
been the moving of wage-earners into 


higher income brackets. All this adds up 
to mean that the big publications are being 
read by and edited for a different class 
of people than formerly. These people 
will continue to absorb advertising, but it 
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seems clear that much conventional news- 
paper advertising will have to be reduced to 
a lower denominator or shifted elsewhere. 

That is why advertising men expect to 
see a redistribution of advertising capital 
among the media. Newspapers now get 
about 30 percent of advertising expendi- 
ture, radio gets about 15 percent and the 
entertainment magazines get about 13 per- 
cent. The reassignment of informational 
advertising 1s expected to mean that busi- 
ness papers (5 percent), direct mail (9 
percent) and farm papers (1 percent) will 
get larger allotments. 

There will also be a movement of dol- 
lars into new or fast-developing media. 
Articles profiting by demonstration, such 
as ladies’ clothing and automobiles, will 
appear in television. Business-sponsored 
films will be used increasingly to introduce 
new products, to open or improve par- 
ticular sales-areas. 

Advertising will attempt to re-estab- 
lish itself as a pathfinder of enterprise. 
Advertising men admit that pathfinding 
will have to be done almost on a day-to- 
day basis. If Congress adopts economic 
controls, the advertising profession will 
lose much of its initiative. If the long- 
term Marshall plan drains off our surplus, 
many businesses will coast on export trade. 
Even so, institutional advertising must go 
on—and must use more incisive methods. 

But advertising men are not operating 
on the assumption that the seller’s market 
is here to stay. They are counseling their 
clients to prepare for the day when intense 
competition is once again the law of the 
business world. A sudden recession could 
immediately start a wild scramble among 
businesses for a share in the shrunken 
spending power. Anything that pulled the 
floor from under prices would leave firms 
with overloaded inventories, and would 
create a buyer’s market almost overnight. 

Advertising men do not pretend to pre- 
dict the future. But they are now taking 
both thought and action to insure that 
their business has its full part in whatever 
is in store for the American economy. 
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Oe stion S y .X SWERS 


Many readers have been writing us for information on 
various subjects, and for opinion on current developments. 
We are happy to have these questions, for they help us serve 
your needs and guide us along lines that interest you. These 
letters seem to us to be a good index to what many other 
businessmen have on their minds. 

We believe other businessmen will like to read the queries 
we get, and will profit by the answers. So we are starting, 
with this issue, a new department devoted to questions and 
We hope you will help us make this department 
There won't be 











answers. 
useful by sending in your own questions. 
space enough to publish all questions received, but we will 


#&. The Treasury says the 
following 17 states do not im- 
pose individual income taxes: 
Connecticut, Florida, Illinois, 
Indiana, Maine, Michigan, 
Nebraska, Nevada, New Jer- 
sey, Ohio, Pennsylvania, 
Rhode Island, South Dakota, 
Texas, Washington, West Vir- 
ginia, Wyoming. We do not 
have information on states 
which have introduced bills 
on income tax, but suggest 
you write the Library of Con- 
Legislative Reference 


OTeSS, 


‘Service, State Law Section, 


Washington 25, D. C. 


ap 
1% 

as 

3, a 


Bs yr ; 
‘wie We are planning to buy 





reply by letter to all who write us. —THeE Eprrors. 


©. It is a hardship on any company 
with alow working capital such as ours 
to pay out the stipulated 70 percent 
dividend. Do you think the tax authori- 
ties can be persuaded that a 50 percent 
dividend is sufficient? Could we have 
done what would have been good busi- 
ness—not pay out any dividend until 
such time as our accounts were on a 
current basis? 


AA. The 70 percent figure 1s merely a 
measuring stick for finding if surplus is 
accumulated to prevent the imposition of 
surtaxes on shareholders. The revenue 
code does not specify how much of cur- 
rent earnings shall be paid out in divi- 
dends, but says only that the accumula- 
tion of surplus shall not be “unreason- 
able.” For a clarification write the Bureau 
of Internal Revenue, Washington 25, 
D. C., for Press Release 8-554 of Decem- 
ber 5, 1947. 


©. Please advise me which states do 
not impose income taxes. Do you know 
whether any of them is considering 
enactment of an income tax law? 


42 


or build a home next spring 

and would like to know 
whether prices are likely to be lower or 
higher then than now. What is your 
opinion? 


£4. The future trend of home prices and 
construction costs depends largely on the 
extent to which the Marshall plan will put 
a strain on materials and products which 
go into construction. Prices are likely to 
be firm or upward for some time to come. 


©. Do you think the Marshall plan 
will drain off new automobiles for ex- 
port and thus cause them to be more 


scarce in 1948? 


“&. Neither the government nor the auto- 
mobile industry expects the domestic sup- 
ply to be reduced by the Marshall plan. 





, 2 » Every now and thenareport crops 
up that the government is contemplat- 
ing calling in all paper currency and 
issuing new currency. Is there any 


likelihood of this being done? 


£4. No. The story that our government 
plans to call in paper money, especially 
the big bills, has popped up periodically 
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for the past four years. The original idea 
was that 1t was one way the government 
could smoke out black market profits and 
catch income tax dodgers. Treasury off- 
cials say there are no plans for such a 
move. 


Q. Will you explain the meaning of 
“soft-currency countries and “hard- 
currency countries? In other words, 
what are “soft currency’ and “hard cur- 
rency ? 





f&. A “hard currency” is one which is 
readily convertible into any other currency 
and is much in demand in world trade be- 
cause it can be used to buy goods just 
about any place. The U. 8. dollar is an 
example. A “soft currency” is just the re- 
verse. It is difficult to convert into the 
currency of other countries and, in many 
instances, can be used to buy goods only 
in the country of issue. 


‘ie » Why did Canada change its cur- 
rency so that tts value is now exactly 
the same as ours? 


#&. Canada revalued its currency 1n re- 
lation to our dollar for the express pur- 
pose of meeting an inflationary course ex- 
pected in the U. S. as the result of the 
expiration of OPA. This was to protect 
Canadian price controls. 


\. Do you think state resale price 
maintenance laws operate to keep 
prices high? 


fA. Resale price maintenance laws were 
passed mainly to give small retailers pro- 
tection against price cutting by large 
dealers in the use of “loss leaders.”’ But 
the effect of these laws in many cases is 
to keep prices from being cut when re- 
tailers think they should be cut to meet 
consumer resistance. By placing control 
over prices in the hands of manufacturers, 
such laws inject a certain amount of rigid- 
ity into the price structure. 


KIPLINGER MAGAZINE, February 1948 


Q. Can you describe the geographic 
line which divides the “southern” from 
the “northern” coal mines? 


MA. The rough geographic line dividing 
the northern from the southern coal mines 
is the southern border of West Virginia. 
However, some operators south of that 
line belong to the Northern Coal Oper- 
ators Negotiating Committee and some 
north of the line belong to the Southern 
Operators Negotiating Committec. 


©. Are there any organizations in 
Washington that specialize in supplying 
information about federal legislation 
affecting individual industries such as 
automotive, hardware, tool, and so on? 


#4. Most trade associations are equipped 
to furnish this information to their mem- 
bers. For the name of associations for a 
particular industry write the Bureau of 
Foreign and Domestic Commerce, Trade 
Association Division, Department of Com- 
merce, Washington 25, D. C. The de- 
partment makes no charge for answering 
letters of inquiry. Also, in all of the Com- 
merce Department’s field offices located 
in 46 leading cities, an advance copy of a 
to-be-published book listing trade asso- 
clations is on file. 


©. Can you tell us where we can get 
the Bureau of Labor Statistics index of 
cost of living? 


“A. Write to the Bureau of Labor Statis- 
tics, Department of Labor, Washington 25, 
D. C., on business letterhead and ask to 
be placed on the mailing list to receive 
the monthly Consumers Price Index which 
is better known as the cost of living index. 
No individuals are carried on the mailing 
list. The Monthly Labor Review, which 
includes the price index, is sold through 
the Superintendent of Documents, Gov- 
ernment Printing Office, Washington 25, 
D. C., at $4.50 a year. Most public h- 
braries have this publication. 
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DANGER SIGNALS 
OF INFLATION 


LER RO Be 8S SAREE LI LOE EE CI MO PERLE GPRS SEA DP SERA AS Sa 





OT BLP POPPE 


HE signs of inflation, red flags along the 

channels of commerce, are growing in size 
and number. Some are not so easy to interpret 
from the road as others are because they point 
to hidden dangers in the general economy which 
are not encountered in daily business life. But 
the obscure signs are just as important, if not 
more so. Here are the main indicators of 
inflation: 


The public debt is enormous, partly because 
the war was financed mostly by money raised 
from bond issues, rather than from taxes. 
Many of these bonds—nearly 70 billion dollars 
worth—are held by commercial banks, where 
they can become six times as much credit by 
being converted into cash and then into 
reserves for loans. 

The Treasury is removing this source of 
further inflation by retiring these bonds with 
current proceeds from taxes, but it is a slow 
process. If taxes are cut, as they probably 
will be, the process of shrinking this credit 
source will be even slower or will stop. Also, 
there will be that much more spending money 
poured into the market places. 


The amount of money in circulation has in- 
creased 20 billion dollars since 1940, and gold 
is flowing into the country at an unusually high 
rate, helping to expand the volume of reserves 
behind money. This is happening largely be- 
cause foreign countries don’t have enough U.S. 
dollars to pay for the huge volume of goods 
we are selling them, or enough goods to sell us 
in return, to balance the accounts. So the dif- 
ference is being paid in gold. 


Savings accounts and other forms of “liquid 
assets” which can be readily spent for scarce 
goods are high and are distributed widely 
throughout the population. 

This large amount of purchasing power can 
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be quickly stretched by consumer credit, either 
in the form of small loans or installment credit. 
On November 1 of last year, when the wartime 
controls over installment credit were removed, 
the volume was running at an all-time high. 
Even the “slower” kinds of loans—ordinary 
bank loans—have reached a record volume, 
and too many of them are based on artificially 
high appraisals of value. 


Farmers have comparatively little debt, 
meaning that more of their record-breaking 
cash returns from crops is available for spend- 
ing rather than paying off mortgages. Also, 
many veterans have not yet cashed their 
terminal-leave bonds and have dividends com- 
ing from their GI insurance policies. 


Expenditures for national defense, which are 
‘“non-productive” in the economic sense, are 
extremely high. 


The Marshall plan for European recovery 
will mean a tremendous continuing demand for 
U.S. goods. Most of the 17 billion dollars pro- 
posed for the four years of the recovery job 
will be spent in competition with U. 8. buyers 
for goods already high in price. 

And though the rate of U.S. production of 
goods is phenomenally high—a peacetime peak 
—jt is not high enough to meet the enormous 
demand. Steel capacity is a curb on most 
manufacturing industries, but if that bottleneck 
were broken a number of others would appear. 


The shortage of some supplies is accompanied 
by a dangerous rise in the accumulation of in- 
ventories of the goods which are available. This 
is a symptom of betting on still higher prices 
to come, as Is the swelling of speculative trad- 
ing on the commodity exchanges. 


Meanwhile, profits are increasing firmly, re- 
gardless of whether they are “too high” or “too 
low” in relation to other standards. 


The production of food, perhaps the most 
important single commodity in the inflation 
picture, has stopped setting records and is 
roughly holding its own. One crop failure 
would shoot the cost of living higher than ever. 


With demand running so far ahead of supply 
the third round of wage boosts intensifies the 
spiral’s movements, an economic fact as sharp 
as the feeling of many workers that they are 
personally running behind in the national 
economic race. And throughout the wage talks 
is the painful fact that no one who has the 
power to take down some of the important in- 
flation signs is in the mood to do so. 

This is the psychology of boom, a pressure 
as important as any of the economic forces. 
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AUCTIO 


The trade thrives because—boom or bust- 


EERING 


—somebody always wants to buy or sell 








UCTIONEERS are waging war on a 

widespread notion that most auctions 

are fast-talking affairs designed to sell 

eimeracks and relies fit only for the family 
attic. 

They argue that 70 percent of every- 
thing marketed in this country has at one 
time or another been sold at auction. This 
estimate is probably much too high, but 
the fact remains that 


schools of auctioneering stress public 
speaking and mass psychology. But an 
on-the-level operator won’t misrepresent 
items, won’t play favorites among bidders. 
Such malpractices have led to various 
state and local laws requiring licenses and 
performance bonds. They also brought 
the establishment of a National Society of 
Auctioneers with a code of ethics. The 
Society estimates that 





the auction is one of 


there are about 40,000 


our oldest trading tech- 
niques and today a 
multi-million-dollar 
business. 

The reputable auc- 
tioneering fraternity 
looks at it this way: 
Someone always wants 
to sell something; some- 
one always wants to 
buy something. It may 
be real estate, indus- 
trial or office equip- 
ment, farm implements, 
livestock, produce, fur- 
niture, clothing, furs, 
jewels, art—anything. 
The auction block pro- 
vides a speedy, even 
primitive meeting- 
eround between buyer 
and seller. The honest 
auctioneer is simply 
expediter. 

He may of course be 
a fast talker. 
manship is a legitimate 
tool of the trade; 


Show- 


WANT TO BUY AT AUCTION? 


> Prepare intelligently. Examine 
goods on pre-sale exhibit, check go- 
ing prices on similar new goods. 


> Ask the auctioneer beforehand 
what he thinks the piece will bring. 
Any reliable auctioneer will be frank. 


> Make your bidding gesture clear. 
You may unwittingly make a bid by 
waving at a friend. 


> Don’t expect any extraordinary 
bargains. That’s what everybody 
else is there for. 


WANT TO SELL AT AUCTION? 


© Before hiring an auctioneer, check 
on him with his past customers or 
his bank. 


> Have him estimate what your 
voods will bring. Beware of too-rosy 
estimates; he may just be over- 
anxious for the work. 

> In arranging his commission, be 
perfectly clear on whether it in- 
cludes his costs. 

> If you want to protect yourself 
against low prices, you may reserve 
the right to bid in your own goods. 


PB ot Po ee Oe le 29 “ee ” » Tota Mons —- - Dag de FORO etAL YS 
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auctioneers in the coun- 
try. There’s usually 
business to go round in 
good times or bad. In 
depressions the volume 
of goods at auction is 
kept high by business 
failures. In booms auc- 
tionable goods are 
scarcer but bring higher 
prices. 

Boom or bust, the 
auctioneer usually does 
all right because he 
generally works on a 
straight commission. 
Fees today are roughly 
as follows: 1 to 5 per- 
cent for big industrial 
sales, 5 to 10 percent 
for real estate, 20 per- 
cent for art and house- 
hold goods. 

Auctioneering, as any 
other big business, has 
its large-scale entre- 
preneurs. Oldest in the 
country (father-and- 
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son since 1805) is Samuel T. Freeman & 
Co. of Philadelphia, who have sold every- 
thing from entire New England mill vil- 
lages to William Penn’s historic Charter 
of Liberties. 

Other big names are Samuel L. Winter- 
nitz & Co. of Chicago; Gerth’s Realty Ex- 
perts of New Orleans; the Industrial Plants 
Corp. of Chicago; Joseph P. Day & Co. of 
New York (the late founder. auctioned off 
2 billion dollars worth of real estate in his 
lifetime) ; and the Parke-Bernet Galleries 
of New York which last year grossed over 
6 million dollars in sales of jewelry, furs, 
antiques, etc.; Col. Fred Reppert of De- 
catur, Ind., livestock auctioneer; O. Run- 
dle Gilbert, who travels 50,000 miles a 
year auctioning off estates; the firm of 
Harry E. Loree of New York, which has 
sold millions of dollars worth in war goods 
—everything from army installations to 
Waces’ beauty kits. 

Most auctioneers follow a general rou- 
tine. They appraise the goods and esti- 
mate what they should bring. Once hired, 
they catalog the goods, circularize their 
mailing lists, advertise and otherwise drum 
up an audience both for the pre-sale ex- 
hibit and for the auction itself, which may 
take a few hours, days, or sometimes 
weeks. 

At some sales auctioneers need use little 
oratory. At others they must be bold 
showmen. Except for the informal country 
auction, bidding is rarely done out loud. An 
upraised hand suffices. Secret bidding ges- 
tures, as tugging at an ear lobe, are used 
chiefly by dealers who want to hide their 
bids from other dealers. | 

The process is completed when the auc- 
tioneer makes a full accounting to the 
owner of the goods auctioned—minus com- 
mission. © 

These practices, auctioneers say, prove 
that the auction business is a profession 
and not a sideshow. There will always be 
the sharpshooter who glibly describes a 
five-and-dime item as a rare antique. 
Such exceptions, honest auctioneers admit, 
will thrive as long as human gullibility. 
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Se: It gave me a good, warm, American feeling 


to read your remarks on tax reduction in “Notes 
on This & That” in your December issue. I am 
in the low five figure income bracket and stand 
to reap a good personal gain by income tax reduc- 
tion, but I am firmly against it for reasons you 
outline. If we can rekindle the dying spirit of 
unselfishness in the average businessman, perhaps 
it won't be too late, and we can avoid the bust 
we are heading for. 

Leslie M. Barnett 

N. Y. Field Representative 

The DuBois Co., Cincinnati 


€ P 
So: Two of your recent articles, “The Big 


Threat in 48: More Inflation” and “Who Caused 
High Prices” [December issue], taken together, 
provided the clearest brief statements of our 
current problem of inflation which I have seen. 
They are worthy of equal attention by business- 
men, workers, government officials and scholars. 

N. Arnold Tolles 

New York State School of Industrial 

and Labor Relations 
Cornell University, Ithaca 


Ss 
@&32 Your article “Who Caused High Prices” 


[December issue] while extremely interesting has 
been a disservice to government employes. You 
reported an increase in government employes’ 
earnings for the period between 1939 and July 15, 
1947, of 52 percent. It is impossible to reconcile 
this statement with the rates of pay established 
by Congress in the Pay Acts of 1945 and 1946. I 
understand that the average increases of wages 
of classified (annual) employes throughout the 
government based on 1938 rates after enactment 
of Public Laws 106 (1945) and 390 (1946) aver- 
aged only approximately 34 percent. 

L. V. Downs 

Coulee Dam, Wash. 


1 The 52 percent increase, which we quoted, 
is the correct overall figure. Mr. Downs 
looked only at the base increases for white 
collar workers. 


; W . . 
SS: It seems to me that your editors failed to 


get at anything fundamental to the growth of 
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our country in the article “Life in 1960” [Novem- 
ber issue]. Any school boy who can read a 
simple world history book could tell them that 
we have 6000 years of proof that no civilization 
has survived without a sound moral and spiritual 
foundation. I feel sure that the best of our 
American businessmen feel the need of something 
more basic than a few new gadgets to assure them 
of a happy nation in 1960. 


Earl W. Harmer, Realtor 
Salt Lake City 


In depicting “Life in 1960” in the United 
States I wonder that you didn’t say more of the 
Gulf Coast and Pacific Coast areas and a growth 
that is expected in those sections. Top officials 
of several large concerns have visited Dallas 
within the past year and their studies have indi- 
cated the population of the Gulf Coast area will 
double within the next 25 years, along with the 
Pacific Coast area. These same studies indicated 
the Atlantic seaboard and the Mountain States 
would remain almost static, and the Middle West 
will grow only slightly. 


J.C. Thompson 
The Southland Corp., Dallas 


q “Life in 1960” did not treat geographic 
areas, but the Gulf Coast was discussed tn 
our series last July on “Changing Times 
in the South.’ Note also in this issue, 
page 6, “West Coast: Land of the Fabulous 
Boom.” 


[ found your article on directors [Decem- 
ber issue] very interesting. There will always be 
ground for criticism of the actions of groups but 
I don’t see anything better in sight than a steady 
program of improving the directorate. As a 
practical matter I think the primary function of 
a Board should be to secure good management, 
see that competent men are coming along in the 
organization, and to provide a current check on 
all major aspects of operations, to the purpose of 
seeing that the full possibilities are realized. It 
seems to me obvious that a Board which attempts 
to go too far in the field of management will 
only create bad operating conditions, with ulti- 
mately bad operating results. I think it would 
be a great job to undertake to make a thoroughly 
constructive approach to the problem and to dis- 
cuss what could be done to make Boards better. 
Most men entering on Board duties have no ready 
information about the scope of their duties and 
the best means of discharging them, nor of the 
liabilities under which they act. 


John M. Hancock 
Lehman Brothers, New York 
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7 7 
in? Allow me to take issue with the article 


“Co-Ops and Competition” [November issue]. 
I am State Chairman of the Tax Equality Com- 
mittee of Organized Business of South Carolina 
and being in both the oil business and farm 
equipment business I have many friends who 
have had serious competition from co-ops. 
Twenty-two of them have gone out of business 
due to co-op competition. The article says: 
“Some co-ops do take certain tax advantages 
over other types of business. But there is no 
conclusive evidence that these advantages are 
decisive.” Evidence before the recent congres- 
sional hearings shows such a statement to be 
erroneous. The article says that this matter is 
deeper than taxes, it is an issue of competition. 
I know this is not so, as no businessman fears 
competition with co-ops provided they are on a 
tax equality basis. We have no quarrel with 
co-ops as a way of doing business. However, we 
do not feel that it is competition when we have 
to pay large income taxes and they are allowed 
to operate in competition with us on a tax-free 
basis. 

Fred W. Herlihy 

Farm Equipment Co. 

Orangeburg, S. C. 


<7 
GD > The article “Co-ops and Competition” was 


a straightforward presentation of the problem 
relating to the activities of co-operatives. There 
must be some corollary reason for the American 
attack on co-operatives and the attacks upon 
European co-operatives during the development 
of both the totalitarian forms of government and 
upon the British, Scotch and Scandinavian co-ops 
in their early stages. These attacks did not put 
the co-operatives out of business until the begin- 
ning of the totalitarian reigns, which brought on 
World War II. About the only institutions 
among farmers which survived the Hitler regime 


Industrial Gray Markets 


Have you had any experiences with 
gray markets? 

This magazine is preparing an article 
on the practices of questionable opera- 
tors who are offering critical materials 
at hold-up prices. 

What are the ethics of the situation? 
What can be done about it? Write us 
your experiences. 

Your letter will be treated in con- 
fidence, with no sources divulged. 
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in Germany were the farm co-operatives, and the 
consumer co-operatives in the cities were the very 
iast forms of business to be smothered and 
liquidated. 

Perry L. Green, President 

Ohio Farm Bureau Federation 

Columbus 
se, 
»y @* It was my good fortune to be close to the 
men who organized the Ben Franklin stores de- 
scribed in “Butler Brothers and the Little Guy” 
[December issue]. At my urging this group be- 
came more interested in what had been an im- 
portant factor in the success of the retailers who 
came into the Ben Franklin League. This was 
the system of record keeping and stock control. 
The “little guy” needed something to show him 
where he was and where he was going. Aside 
from overbuying, almost the only thing which 
bankrupts the little fellow is lack of knowledge 
of what he is doing and how he stands. Most 
articles comparing the independent and the chain 
store have injured the independent, because they 
lead the reader to believe that the chain store 
buys everything cheaper, and sells it cheaper. 
All the independent needs is for people to know 
that it is possible for the independent to have 
as good. values as his chain store competitor. 


W.B. House 
W. B. House Stores, Cody, Wyo. 


©2° In your article “The College Industry” 
[August 1947] you say that the income of colleges 
from philanthropy is falling off and that high 
taxes have put an end to big scale giving. For 
several years many educators have been saying 
this. However, I don’t believe that the facts 
prove this statement. A few months ago the 
President’s Commission on Higher Education 
asked the American Association of Fund Raising 
Counsel for our professional judgment as to the 
probable giving to private colleges in the years 
ahead. Our reply, completely refuting the state- 
ment about the end of large giving, represented 
the considered opinion of the eight leading fund- 
raising firms in the United States. We believe 
giving is larger now than at any time in history. 
It is our further opinion that large scale giving 
to colleges in the 1940 decade will far exceed the 
giving in the 1920 decade, which totaled one 
billion dollars. 

A. C. Marts 

Marts & Lundy, New York 


sya’ 
yeh! 


@©2> I was much interested in your article 
dealing with the financial problems of private 
institutions of higher learning [August issue] and 
the article on college football [November issue]. 
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Last year our earnings were 4.15 percent. Twenty 
years ago our earnings were more than 7 percent, 
yet our endowment has not doubled in the 
last 20 years. Inflationary cost of food, services 
and materials hit the college as hard as any 
other institution. Yet privately endowed colleges 
have never learned how or dared to charge what 
their education actually costs. I wish I knew the 
final answer to this dilemma. 

Intercollegiate athletics as a problem in higher 
education presents many facets. I do not believe 
that there will be any real solution to this prob- 
lem until colleges and universities interested in 
big time athletics abandon the pretense of 
amateurism. 

Samuel N. Stevens, President 
Grinnell College, lowa 


I think you did a good job of summarizing 
the junior college movement in your article in 
the December issue. Of course, there are some 
things that are not crystallized enough to make 
possible an accurate summary. In fact, that is 
one of the splendid features of the junior college. 
It is not hamstrung by mossy traditions and 
crystallized conceptions. 

Eugene B. Chaffee, President 
Boise (Idaho) Junior College 


Until recently I was of the impression that 


all articles in Kiplinger Magazine were backed 


by research and fact. “New Orleans—The Screw- 
ball Market” [December issue] is the most. fool- 
ish piece of literary junk conceivable. 

Lagniappe was a practice long abolished by 
local merchants. And as for premiums, many 
nation-wide food items carry premiums as an 
attraction. The article is certainly a gross exag- 
geration of prevailing conditions. 


N. L. Arroyo, New Orleans 


Whoever wrote that “Screwball Market” 
article surely knows New Orleans and the market, 
for it is the absolute truth. I sell merchandise 
in New Orleans, and from a salesman’s stand- 
point, New Orleans is also referred to by sales- 
men as a “Feast or Famine Market.” One trip 
business is fabulous, the next one it is zero. I 
might also add that “screwball” is the right term 
applied to New Orleans. Where else would you 
see men’s white suits and all white shoes worn. 
Nowhere but New Orleans. Where would you 
see white straw hats and white shoes worn by 
women in winter—New Orleans. They just do 
things different in New Orleans—in fact, it has 
been said it is not the United States. New 
Orleans is a country unto itself. 


B.S. W., Dallas 
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BREAD UPON THE WATERS 





Hii Marshall plan is really YOUR plan. You didn’t originate 

it, but you pay for it—in taxes, in higher prices, and in going 
without some things that you would otherwise have. It is your 
money and your labor, and it is part of your job for the next four 
years. 





Question is, are you willing? First impulse is to leap to say 
ves, and then you figure the cost and the deprivations, and finally 
you come up with a hesitant yes. In most cases that’s about the 
way it is, and there’s no use in pretending it’s more than that. The 
answer is, ves, if... if it works, and if it is appreciated, and if 
we can do it without weakening our own internals. 


Will it work? It probably will. It probably will save Europe 
from communism and the dictatorship of the state. It probably will 
save us, too, from encroachment of a system and a philosophy which 
we do not like. There’s great risk in it. We may fail to win, and 
meanwhile waste our substance, but the chances are on the side 
of success. 





Will it be appreciated? This question arises out of the jibes, 
4 the insults, the impugning of motives, that pop out of Europe. They 
are part of the cold war. We must recognize them as such, and not 
be thin-skinned. We have a job to do, and we must expect a few 
bruises. In the long run, our work will be appreciated. There is 
evidence of it already, for the ordinary people of Europe are show- 
ing thankfulness. 


Will we weaken our own internals? Yes, there’s a possibility 
of it, for world aid makes a great internal strain. But we ean stand 
it if we use our brains. This means that we MUST allocate our 
scarce materials to essential industries, and do it more tightly, with 
governmental traffic cops to control the flow. Also we MUST shrink 
our bank eredit, for there’s too much of it, and too little goods, and 
the bidding up of prices can be checked by shrinking bank credit. 
Other things, too, we must do, but these are main. 





y” 








lf we use our brains, our spirit will be better, and the spirit 
counts for even more than the material aid. We can cast our bread 
upon the waters with a zest. The bread will be good for others, and 


Wie 





the zest will be good for us. We can do it. 
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Articles Most In Demand 


Readers have kept us hopping 
with their requests for reprints 
of articles. When we offered 
extra copies of ‘‘ Life in 1960,”’ 
published in November, our advance 
guesses on the response were far too low. 
T’o date, more than 17,000 copies have 
been mailed. (A few copies are still 
available at no charge, if you want one. ) 

‘The Atom in Our Time,’’ which ap- 
peared in September, was next in de- 
mand. Atter the individual requests 
were filled we turned over all our reserve 
copies to the National Committee for 
Atomic Information, who had asked for 
as many as we could supply. 

Requests were also heavy for ‘** busi- 
ness Doctors—and Quacks,’’ ‘*Give Us 
Better Bread,’’ ‘‘ York, Pa.—A Good 
Kind of Town to Live In,’’ ‘* Any Busi- 
ness Is An Art,’”’ and **14 Million Negro 
(Customers. ”’ 

As part of our reader service, we now 
can provide a small number of reprints 
of any article published in Wiplinger 





Magazine without charge. If you want 
more than 10 copies, we can supply them 
at exact cost of production. 

Hope this service will be of use to you. 


